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The Committee on Ban king, Commerce and Insurance met at
1:30 p.m. on Monday, January 24, 2005, in Room 1507 of the
State Capitol, L incoln, Nebraska, for t he pur pose of
conduct i n g a pub l i c hea r i ng on LB 8 4 , LB 6 0 , LB 7 3 , LB 310 ,
and Ln 375. Senators present.; Mick Mines, Chairperson; Pam
Redfi e l d , Vi ce C h a ir pe r s o n ; M i ke F'l oo d ; J i m Jen se n ; Joe l
Johnson; Chris Langemeier; LeRoy Louden; and Rich Pahls.
Senator s a b s e n t : No n e .

SENATOR M1NES: Well, good afternoon, everyone. I'd I ke to
welcome you t.o the meeting of t h e Banking, Commerce and
Insurance Committee. My name s Mic k Mines and I'm the
Chair o f t he comm it t ee and I r ep r es en t Leg i s l a t i ve
District 18. I 'm from Blair. First order of business
today, please turn off your cell phones, beepers...man, look
at. the arms go into their pockets (laughter). Thank you .
That will help us get. through th' s without distractions and
I ' d a l so l i ke t o i nt r o du c e t h e me m bers o f t h i s comm i t t ee wh o
are with us right now. On your left., my right, Rich P ahls
from Gretna; Senator Jim Jensen from Omaha; Senator Pam
Redfi e l d a nd Vi ce Cha ' r o f t h i s comm i t t ee f r om Ra l s t on ; Bi l l
Marienau to my right is our committee counsel. Our
committee clerk is Jan Foster. LeRoy Louden from Ellsworth;
Senator Mike Flood from Norfolk; an d Senator C h ris
Langemeier from Schuyler. We' ll t.ake up t.he bills i n t h e
order that. they are post.ed and we will get through them as
best we can. I know we had a lot of folks in terested in
offering comments today and we' re going to give everyone a
chance to speak. Our hearing today is part of your process.
It's the pub ic part of the process and we do encourage you
to offer your thoughts, ideas, and comments and please do so
in as succ nct a manner as you can. I'm going to ask you to
help us w i t h a few things . If you te stify there are
testifier sh~ e s on the table before me and I ask that you
f i l l t ho se o ut p r i o r t o sp eak i n g . Th ey ' r e al so ba c k at t he
doors. And then as you prepare to speak, please sit on-deck
where Senator Byars is n the front row right now. It jus t
helps fac 1 tate th ings a lit t.le bet.ter. And I w.ll be
passing arou..d a sheet if you don't wish to testify that you
can s i mpl y p u t i n yo ur na m e an d t e l l u s i f you ar e i n
s uppor t o r opp os i t ' on t o a p ar t i cu l ar b i l l . Our p r o cedu r e
is the introducer; the senator will introduce e.he bill first
and then I w. 1' ask for propor ents, opponents, a nd tho s e
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that wish to testify in a neutral capacity. I' ll ask for a
show of hands at that time, We' re going to try and give
everyone equal time and then following all the testimony the
senator may choose to close. If you have a pr epared
statement please bring it forward when you testify and hand
i t to our page. T he page will t hen d istribute to th e
m embers o f t h e comm i t t e e s o w e c a n f o l l ow a l o n g w i t h yo u r
comments. Written materials as well can be distributed by
handing those to the page and they' ll be inserted in the
record. Very important when you testify, please state your
name and spell both your first and last names for the
record. That way the clerk a s well as those that p ut the
record together know who you are. Having said that,
welcome. W e lc ome t o o u r he a r i n g a n d I wi l l o pe n t he f i r st
hearing on LB 84 and welcome, Senator Byars.

LB 84

SENATOR BYARS: Tha n k y ou, Senator Mines, members of the
banking and insurance committee, appreciate you h earing
LB 84 this afternoon. This truly is a very simple piece of
legislation although I think it 's e xtremely meaningful
because it has not b een brought to m e b y any special
interest group or g roup of people, something that I felt
through reaction from constituent contact, felt that it was
something that this committee would have an interest in and
certainly should have a discussion. So the bil l is
i n t r o duced on b e h a l f o f my s e l f bu t I t h i nk i t ' s i nt r od uc e d
to benefit all of the con stituents in my leg islative
district. And I am Dennis Byars from the 30th Legislative
District, B-y-a-r-s, the "caring and sharing district". But

think it's introduced on behalf of all of the people of
the state o f Ne braska who have been subjected to
catastrophic il lness, particularly being stricken with
cancer, had members of their family stricken with c ancer.
And they have been confused about what it is that the
insurance policy that they feel that t hey have coverage
from, they' re very confused about what it is that they have
and what they don't have. So very sim ply p ut, LB 84
requires the d isclosure of more information. It asks the
insurance industry to proactively be aware and m ake s ure
that all of their purchasers of their policies are aware of
the cancer screening portions of their policies. I t
requires the applicant to be given an outline of the cancer
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screening coverage and the parameters of that coverage that
are provided in the policy at the time the application is
made. It applies to po licies that are w r itten for
supplemental Medicare coverage as well as all other policies
written in the state of Nebraska. It is not a mandate for
any coverage or any increase in coverage of t reatment,
drugs, or any kind of programs. It is strictly asking that
the insurance industry shares more information at the time
of application. There is no cos t to the Department of
Insurance for enforcing the bill, should be minimal cost to
the insurance industry for providing a piece of paper or
part of their explanation of what it is in cancer screenings
that they provide in a policy. The first couple of calls I
had on this I assumed quite honestly that as most of us, we
enter into some contracts and we don't pay as much attention
as we should. And those I' ve continually over the past
several years had m ore communication from my constituents
t hat it seems to be something that could be corrected in a
very easy manner, So it's that simple, Mr. Chairman and
members of the committee. I would as k that you wou ld
conside r LB 84 and hop e f u l l y p r ov i de m or e i n f o r ma t i o n t o
purchasers of cancer insurance coverage in the state.

SENATOR MINES: Thank you. Ni cely done. Me mbers of t he
committee, do you h ave any q u estions for the senator?
Senator Redfield.

SENATOR REDFIELD: I d o . Sena tor Byars, I ' m lo oking a t
page 3, section 2 where you charged the director of
i nsurance to p rescribe the format and c ontent of th e
outline. And I know that there is a move to move more and
more to uniformity within the states where i ns urance
carriers that provide insurance in a number of states might
be able to use the same type of materials, the same fo rms.
A nd I ' m j u st won de r i ng i f ou r d i r e ct o r o f i n su r anc e
prescribes a format if that might be a pr oblem that each
state might have a different format. W ould you have any
objection if we were to adjust that so that they could use a
uni f o r m fo r m f o r mu l t i p l e s t a t es ?

SENATOR BYARS: Absolutely, no problem whatsoever as long as
we accomplish the goal of making sure the applicants have
appropr i a t e i n f or m a ti o n , n o . I ' m ce r t ai n l y fo r a ny t h i n g we
can do to make all of this process easier and make all of us
d o i t be t t e r .
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SENATOR REDFIELD: Tha n k y ou .

SENATOR MINES: Any other questions for the Senator? I have
one, Senator. Why just cancer screening? Why not other
catastrophic illnesses?

SENATOR BYARS: Cancer is the number one issue that has come
to me. Be ing a cancer survivor myself and h aving gone
through t h i s m a ny ye a rs ag o w hen we s t i l l ha d . . . d i d n ' t hav e
any portability and we had a situation where if you had some
preexisting conditions and I didn't understand the policies
that I had. And so that probably makes me more sensitive to
the issue of the cancer...

SENATOR MINES: Okay.

SENATOR BYARS: Would I hav e any objection to having it
expanded? No .

SENATOR MINES: Okay.

SENATOR BYARS: But that is my p rimary i nterest a t thi s
p oin t .

SENATOR MINES: Und erstand, understand. Thank you. Yes,
S enator L o u d e n .

S ENATOR LOUDEN: Ye ah, Senator Byars, I think t his i s
s omething t ha t ' s k i nd of i mpo r t a n t t o b r i ng f o r w a r d. Whe n
you just have including cancer screening, that covers a lot
o f t e r r i t o r y . Do yo u t hi nk t h e d i r e ct o r o f i n sur a n c e wo u l d
be abl e t o pu t t ha t al l i nt o so m e t h i n g t h at wou l d be e asy
reading for the average consumer to understand or what? I
m ean. . .

SENATOR BYARS: Yes. Fo r the type of s creenings t hat are
available for cancer, yes. It isn't that lengthy. When you
talk about. screenings, preventive screenings for types of
cancer, it's not that lengthy. You don 't h ave a hug e
l aundry l i s t .

SENATOR LOUDEN: Then it'd be just for, you say four types
i s wha t y ou w o u ld . . .
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SENATOR BYARS: That would be primarily, yes.

SENATOR LOUDEN: O k ay. Than k y ou .

SENATOR MINES: Is that it? Thank you, Senator Byars.

SENATOR BYARS: Thank you, Senator Mines and I will waive
c los i n g .

SENATOR MINES: Great. I would ask for a sh o w of han ds.
Those o f you t hat a r e i n sup p or t o f S e n a to r B y a r s ' b i l l ,
LB 84, w o u l d y o u p l e a s e r a i s e yo u r han d ? I see no ne i n
support. Those in opposition to the bill? I see one lonely
hand in opposition. I se e two in opposition. Are there
neutral testifiers? Any one in a neutral capacity? Very
well . Si n ce w e ha v e n o o n e i n sup p o r t , t ho s e i n o pp o s i t i on
f i r s t . Jan i s , goo d a f t e r no o n .

JANIS McKENZIE: (Exh ibit ~) Afternoon, Senator Mines.
Members of t h e Banking, Commerce and Insurance Committee.
For the record, my name is Jan McKenzie. I practiced all
week so I'd get it right toda y, spel led J-a-n
M-c-K-e - n - z - i - e . I ' m the executive director for the
Nebraska Insurance Federation, here today in what we would
l i k e t o po r t r ay as m i l d opp o s i t i o n t o LB 8 4 . Bas i ca l l y , i n
terms of j ust the wa y t he bill is written, certainly my
companies are not in any way opposed to cancer screening and
have over the past few years voluntarily added additional
forms of screening to co verage even without mandates. I
w ant t o po i n ou t a coup l e o f t h i ng s a nd I d o have a ha n d o u t
for you that we had questions about in the way in which the
bill was d rafted. The fir st section, if you have it in
front of you really basically deals with w hat i s cal led
Medigap. And in re ality what happens if a person has a
Medigap policy, whatever is covered by Medicare is c overed
under the Medigap policy so our question is whether or not
i t ' s r el e v an t i n pr a ct i ca l i t y t o i nc l ud e this language in
he section of st atute that deals with Medicare, Medigap

supplemental p o l i c i e s . Med sup , Med i g a p po l i c i e s . I f
Medicare covers it, wh at the Med sup policy does is cover
the portion that is not covered by Medicare if an individual
has tha t k i n d o f po l i cy . The sec on d t h i n g I wa n t t o b r i ng
up is i n se ction 2 it says n o health benefit policy or
certificate. Quite honestly, we don't have anything in
statute that w e don't have a definition for health benefit
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policy or certificate. What we have is a he alth benefit
p lan a nd I ' ve h a d t h a t d i s t r i bu t e d t o yo u. I f y ou l oo k a t
that page and you may have remembered from LB 119 that
you' ve already advanced to the floor, there are a number of
policies and plans that are not included in wh at I thin k
most people would consider a health benefit plan so we need
to be clear as to what kind of policy it is we' re talking
about because as yo u see, t here are numbers of types of
policies that are not considered in this concept at least.
The third concern I would bring up for your consideration is
j us t on ce a g a i n t h i s k i n d o f , I g ue s s, r eq ui r e ment d o e s n o t
apply to ERISA plans which are th ose self-funded plans
provided by e mployers. So we' re concerned about how many
actual Nebraskans would get the benefit of this requirement
for ou t l i n e a n d w o u l d we o n c e a g a in b e r eq u i r i ng add i t i ona l
disclosure or paperwork to just those companies that provide
i ndi v i d ua l p ol i ci e s . And f o r t h e new mem b er s o f t h e
committee we d o h av e a n u mber o f i nd i v i du a l s i n Neb r a sk a who
have to go ou t s hopping for their own insurance either
because th ey' re v ery sma l l employers or they ' re
self-employed. A n d so we continually testify in opposition
t o l e g i sl a t i on t ha t wo u l d p u t ad di t i on a l bu r d e n o n c o mpanies
that are providing individual policies because it i s very
di f f i c u l t f o r t hose se l f -emp l o y ed peop l e and sma l l
businesses to actually afford insurance so we try to always
b r ing t h a t po i nt up t o t h e c om mi t te e . Tom Je n k i n s f r om B l u e
Cross/Blue Shield who is one of my board members and a
member of the federation is here to f ollow me. He can
answer specifically any questions you might have about what
is the state of the art and what actually happens in te rms
of n otification to folks when they are ap plying for
insurance relative to cancer screening. W ith tha t, I ' d
answer any questions you might have.

SENATOR MI NES : Al l r i gh t , t h an k you . Co mmi t t e e , an y
questions for Ms. McKenzie? Seeing none, thank you.

J ANIS McKENZIE : Tha nk y ou .

SENATOR MINES: Tha n k y o u . Se co n d t e st i f i er i n opp o si t i o n .
Mr. Jenkins, nice to see you.

TOM JENKINS: (Exh i b i t s 2 , 3 , 4 ) Th a n k yo u , S e n a t o r. Go od
afternoon, I am Thomas Jenkins. I'm vice p resident and
associ a t e g ene r a l cou ns el a t Bl ue Cr oss / Bl u e Sh i e l d o f
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Nebraska. Jan, I don't know about state of the art.

SENATOR MINES: Do you want to spell your name, please, Tom?

TOM JENKINS: Su e, J-e-n-k-i-n-s.

SENATOR MINES: T ha nk s .

TOM JENKINS : Th ank yo u . I d i d n ' t ma ke any at t em p t t o
cover...discuss w' th other insurers what their practice is
in this area and, in fact, I guess one of the points I would
make, our practi e var' es greatly by type of product. I
m ean I shcu dn't say greatly. We ' ve a lways go t th s
over-arching des re to have clarity about the benefits that
are available under a contrac a nd alth ough Jan McKenzxe
mentio ne d t he e xc l us i o n t ha t ' s ava i l ab l e fo r ERI SA
s el f - i nsu r e a " .lans , I guess t!ie point is there that the l a w
you p a ss wo" l d no t d i r ec t l y i mp ac t t h em. But I t h i n k
they' ve got ti.at same concern and t.hose plans are r equired
to have a doc ument that describes the benefits. I guess
t he . . . l e t m e s a y f i r s t wh a t as a g ene r al r u l e Bl u e Cr o ss
covers in th's area. And to make the point that again we' re
not opposed to, certain' y not opposed to the benefit. We do
provide I think pr etty g ood benefits in this area. As a
general rule, we cover mammogrums, pap smears, colonoscopies
and szgmoidoscop. es. A' so, a- 0 ger.eral rule, w e do not
cover routiire care, preventive =are. So and I guess here' s
the point. We d on't g e nerall r s pecify t hose th i ngs by

sease, the ro utine c a re . You' ll have an exclusion and
we' re r e q u i r e ' t o hav e n o ur - dve t i s i ng an ex c l u s i on an d
we d o hav e .ne =or r"ut ne =a -e except as described :n the
c ontract. It would be i;nusi:al ;o come back then and sa y ,
well, for th s d sease we do this and for this disease...in
other wo r ds , w e c o v e r s u g e es , we cov ez r ad i o l og y , we
cover d i ag no s t i c l ab t:es t . . Bu t i t ' s not us u al t o l iav e a
reference to specific . ' . se ; i es because the list is just too
long. But we cove. t:i..se four. The kinds of cancer
screen i ng s t h at g ene r a ' ' y s i c not covered by our compaiiy and
c ould v a r y wo l d b e , t ho ug h , i f v o u t hi nk o f a p hy s i c a ex am
you' re g o i ng ' o n av e a v i s u a l x am a s pa r t o f t h at . Th at ,
if it's j us- a rout.ne ph ysical exam, y our fi ve-year
check-up. That wculd be a canc r sc eening. What do you
s ay abo ut t !i a t p i e e "f canoe screening within the context
of this gene -al pi".ysica.' exam? O" a manual or digital exam
for cancer m ight also be part of that screening exam. So
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again, just the point being that it's not usually disease
specific that we get down to. The various markets differ
and I think Ms. McKenzie did mention this. Altogether we' ve
got Medicare. Those policies which pretty much consumes the
longer section 1 in this bill, this would be a very typical
document from company to company. It's called an outline of
coverage and it's required to be given only in Medicare
supplement policies. It doesn't exist in our state with
respect to under 65 policies. But this Medicare supplement
outline of coverage describes the ten standardized plans and
they are standardized. They don't vary from company to
company. But the big point is here, they are to supplement
Medicare. So Medicare pays 80 percent of physician' s
service. The supplement pays the other 20 percent. But
exactly what's covered in the way of physician services is
not even a decision for the insurance companies. It's the
decision for Medicare. So if Medicare covers it then the
insurer does. And I did grab this book and I'd be glad to
leave one of these. This is the Medicare new booklet you' ve
probably seen. This is a H HS document but they cover
colorectal cancer screening, they also specifically cover
pap tests, screening mammograms. The list is longer than
that but the point is, if they cover 80 percent of it we
cover the other 20 percent. If they decide a few years from
now that a certain one of those tests is no longer viable or
efficient and they aren't going to cover it anymore, then we
aren't going to cover it anymore if you get the concept
there. So that's Medicare. On the individual side, again,
we' re saying that this is on individual policies, nongroup
policies, certainly no quarrel with the concept that it
should be clear. And I would say to Senator Byars the very
e ffor t i n go i n g t h r o ugh t h i s , I t hi nk w e p r o babl y c o u l d b o ne
up and say those coverages that we do cover. But we would
like to do it in this advertising brochure rather than a
separate piece of p aper we' re constantly getting from our
agents who are our voice to the customer. There's too much
paper here, you know, and less is more in this area. I
think this is the brochure that's designed to jump out at
people we'd like to have. And we do already have in here
that we cover the pap smears and the mammograms and we' ve
got the routine care exclusion. But another piece of paper
would not be helpful in that regard. And then on the group,
the employer side of the business. There really is not much
of a purchased...I think the concept here is that the
disclosures would allow people to make a better purchase
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decision but if you think about it yo u just go t hi red,
you' re at this employer. Your decisions are two, take it or
d on' t . I t i s i mp or t ant t h at y ou un der st a n d a s y o u g o
forward with your coverage what your coverages are before
you incur the services but ordinarily the purchaser is the
e mployer. It's not the patient. O n our...again I say i t
>aries even within our company. Our small group insurance
we now do cover the routine care so whereas I said, we don' t
cover it on the individual side because that's what that
market seems to need. We do on the small group side to an
unlimited amount or the same limits as in the policy for the
others so not only do they cover those four exams I
mentioned, they would cover the others that I said we don' t
ordina r i l y cov e r o n t he i nd i v i d u a l s i d e . My po i nt , i f i t ' s
confusing, is that there are variations by market, over 65,
under 65 , g r o u p, i n d i v i dua l , ERI S A , no n - E R I SA , an d t he
outline of coverage that's mentioned here is a new concept
in Nebraska except for the Medigap which is a sta ndardized
situation. So again, no problem with the concept of fair
d isc losure and we shoul d a l wa y s be l ooki ng f or ways t o
improve that but we'd really like to get away from the idea
of another piece of paper somewhere. And we do have laws,
we have advertising laws that do require us to set...every
insurer to se t forth the g eneral coverages in any
adver t i s i n g a n d e v e r y i n su r e r y o u c a n b e l i e v e m e i s go i ng t o
have t he i r a dve r t i s i ng . Bu t t ho se ad ve r t i s i n g , i f t hey
describe the benefits they have to describe the exclusions,
too. And that's why we have that, you know, that's one
reason we have that exclusion in there for the routine care
so.

SENATOR MINES: Great, thanks. Questions?

RICH PAHLS: Are you sayi ng this is redundant if we ask
f o r . . . l ' m no t ?

TOM JENKINS: There is no specific requirement in N ebraska
la» now th at ca ncer i s a disease to be singled out and
treated separately. So in tnat sense it would not be. It
s required to set forth coverages and exclusions. I'm just

saying that the way companies set those forth is usually not
along the l ines of th i s di sease, that disease, the next
d isease .

SENATOR MINES: Senator Redfield.
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SENATOR REDFIELD: I ' m l oo k i ng a t p age 2 on t h e b i l l ,
subsection 2(a) where there is added language. But that
section actually exists in statute now and you are required
to give a description of the principal benefits in coverage
provi ded i n t: he p o l i cy .

TOM JENKINS : Ri g h t .

SENATOR REDFIELD: And he is asking us to add...Senator
Byars is asking us to add including the cancer screening
coverage. Now , I think what I'm hearing him say is that
you' re giving people a description but it's hard for them to
understand. And he want.s something that's in a bullet form,
an outline form so that it's clearer for them to understand.

TOM JENKINS : Ri g ht .

SENATOR REDFIELD: The question I would ask is if the s ame
people who wrote th e description that they can understand
writes the bullets, will it be any more understandable?

TOM JENKINS: We can always do better on understandability.
With respect to this particular one that you' re pointing out
because as y ou' ve pointed out, this is a piece of Nebraska
law that already exists. Th is is the o ne, t hough, that
d eals i f y ou l oo k up on l i ne 4 on t ha t p a g e w i t h M e d i c a r e
supplement policies, there I'm saying I think it is
ext.remely clear in the Medicare and You booklet and that' s
w here it should be because this just comes along and say ,
whatever these guys s a id, we' re with them, we cover the
other 20 percent. So that's why this is a short d o cument
and it carries a lot of information in the way of tables.
But it doesn't repeat everything that's i n this 65-pager
h ere a nd I do n ' t t h i nk m o s t p e o p l e w an t a n o t he r 6 5 - p ager .
So that's just Medicare supplement; different story on the
i nd i v i d u a l po l i cy and t he r e i sn ' t t hi s and t h er e i sn ' t t h i s
a lreadv. And there's just usually a brochure and then y ou
go r i g h t t o t he app l i cat i o n . The n y ou g e t t o t he po l i c y a nd
with t he p o l i cy you ha ve i n Ne b r a sk a a 1 0 - or 30 - d a y f r ee
l ook wher e y o u c o u l d r et u r n t he p o l i cy i f yo u don ' t l i ke
wnat the c overages said but they must really match up with
t he s h o r t ve r s i on wh i ch i s i n t h e b r ochu r e .

SENATOR REDFIELD : Th ank y ou .
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SENATOR MINES: Thank you . Other questions? Sena tor
Louden.

SENATOR LOUDEN: Yeah, Tom. To follow up on the questioning
that. I had for Senator Byars and that same section 2 under
(a) and it's including the cancer screening. Now, where
does skin cancer fit in with that? I mean, he talked about
the four major ones or something like that. You' re talking
about internal cancers and s tuff. What about c ancer
screening for s kin can cer, d ermatology, and that sort of
t h i n g . . . ?

TOM JENKINS: I t hou g h t abo u t t ha t .

SENATOR LOUDEN: The way this is written, my u nderstanding
is that would cover that, too?

TOM JENKINS: Well, in fairness, this doesn' t...as Senator
Byars says, this doesn't say we have to, that an insurer has
t o cover a n y t h i n g . Now , a g a i n , t hi s pa r t i cu l a r se c t i on t ha t
you just referenced is dealing with the Medicare so whatever
Medicare covers the private insurer...and this won't vary by
company. You know, we have...that might be a piece of news,
too. Insurance policies in that one area alone, Medicare
supplement policies, are by law s tandardized nationally,
There are only ten different ones that a company could sell
and we don't have to sell all ten of them but we sell four
o f t hem. The y ' r e t he one s h i g h l i gh t ed i n bl ue . Bu t t he
benefits are going to relate differently to...there are more
and more benefits as you go up from Plan A to Plan I and J,
For example, s ome o f the m cov er the Part A hos pital
deductible, the cheaper ones don' t. But t he sk in ca ncer
would be, as I understand it, Senator Johnson could probably
tell me b e tter but I think that's usually a visual exam as
part of an overall physical. And so, what do you say about
:hat ? I f yo u do n ' t co ve r ro u t i ne p hy s i c a l s yo u ' r e sa y i n g we
don' t cov e r t ha t . And I g ue ss t h i s i s whe r e i t wo u l d ge t
d i f f i cu l t t o say so m e t h i n g m o r e spe c i f i c ab o ut t h at t ha n we
don' t c o ve r r ou t i n e p h y s i c a l s . I ' m nev e r sa y i n g i f t ha t . . .I
mean, ' thank we can always do better on getting clearer,
almost always. But it is a challenge that I considered and

the.nk you' re...am I answering your question? I don't know
what. you'd say ab out the skin cancer screening except our
answer is, in many of our policies we don't cover it because
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it's part of that routine physical that w e don 't c over.
Oftentimes you can buy a supplemental rider to come back and
you want to add some routine coverage in, $150 or $300 worth
of routine coverage so there's really a lot of options to
the insured there whether that's the em ployer or the
pat i e n t .

SENATOR MINES: Great.

SENATOR LOUDEN: Okay, thank you.

SENATOR MINES: Thanks, Tom. Other questions? Seeing none,
Tom, thanks for your testimony.

TOM JENKINS: I t ' s k i nd o f com p l e x a n d y o u k n o w what ? I
would be glad to leave these again. This is from HHS. This
is our version of an outline of coverage but it really isn' t
going to vary too much by Medicare supplement. Now this one
i s once yo u g e t i nt o i ndi v i d u a l , i t wi l l be a l ot d i f f e r en t
from carrier to carrier but there's a sample.

SENATOR MINES: Okay, leave those and we' ll enter those in
the record as well. Thanks. Any other opponents? Any one
wishing to te stify in a neutral capacity on LB 84? Seeing
none, I' ll close the public hearing and t urn over t he
chairmanship to Senator Redfield.

SENATOR REDFIELD : We wi l l op en t h e hea r i ng on L B 6 0 .
Senator M i n e s , w h e n y o u ' re r e ad y .

LB 60

SENATOR MINES: Thank you, Senator Redfield, members of t he
committee. My n ame is Mick Mines, M-i-n-e-s, representing
the 18tn Legislative District. And I'm the pri ncipal
introducer for LB 60 and I bring this to you on behalf of
the Nebraska Car Rental Association. This is a very simple
bill to un derstand. It would en act a new section that
provides any insurance or self-insurance covering a r enter
or rental driver of a private passenger vehicle rented upon
a written rental agreement shall be primary to any insurance
or self-insurance covering the rental car com pany, unless
otherwise provided by the written agreement. I have other
testifiers behind me an d wo uld ask t hat q uestions be



Transc ' p i P spared by t h e C l e r k o f t h e Le g i s l a t ur e
. rans c r i b r ' s Of f i c e

LB 60Committee o n B a rik r i g
J anuary 2 ' , 305
Page 13

directed to t.hem.

SENATOR REDFIELD: Thanic you. Are there any questions? I
don' t s ee an y . Wi l l you c l o se ?

SENATOR MINES: I wi l l wa i v e c l os i r!g ,

SENATOR REDFIELD: Thank you, Senator. How many do we have
in su p p o r t ?

A UDIENCE: . 1! r e e .

SENATOR REDFIELD: We do. Please stat.e your name and spell
it for the e cozd.

NIKE GOTTWALS : l Ex ?l l b i t ! T n a ! i k y o u . Mi c ha e l Go t. t v a l s ,
G-o- t - t - w- a ­ -s. I 'm the '. = pres dent and general m!r. ager
for Budget Car and Trucic Rer tal here in Nebraska, We are an
i ndependen t l i c er. s e e. Ar.d a l so r ep r e se nt ou r t r ade
association, car anci truck rental a ssoc~ation o r l r asing
associatior. (Car and Truck Renting and Leasing Assr.. here
in Nebraska. Ar'ci I do have a handout fo r ea c h of you .
Thank yo u . I ' ci l i ke t o t hank yo u f o r t he o ppo r t u n i t y t o
address you today. I' m going to r„ostly read a pr! pared
statement. I' m here, as I mentioned, representing bo! h our
t rade a s s o c i a t i o n a r . d ou r co mpany . We ar e seek i ng . e l i e f
from the primary l iability statute here in Nebraska. and
we' re askir.g basically for the same treatment that long-term
lessors en?o. todav in our state. By way of example, et us
say that our compar.y budget rents a vehicle to a cust.orner
who agrees t pay us a base rate for the use of our vehicle.
Further, th s rer ter has a personal automobile insurance
p ol i c y i ssu e d f o l l ow i n g a p p r op r a t e un d e r w r i t i ng a n d p re m i u m
p ayment t n a t p - o v i d e s b o t h l i ab i l i t y and co l l i s i o n cove r ag e
to our r e n ­ . And t .hat coverage includes col ision
coverage o r. our r e r t a l v eh i c l e . Subsequen t t .o t h e

r esu l t s i n ci a :nage f i r s t t o t he Bud g e t v eh i c l e and a l so t o a
vehicle owned b y an innocent third party. Un der the terms
of our renta ag eemer.t the renter's insurance company will
compensate Budget for damage sustained to t.he Budget vei;icle
l ess t he de duc t i b l e i f app l ca bl e . Und er t he cu r r e nt
Nebraska insu arce st.acute, however, Budget m ust as sume
liability for damage no third parties and their property.
This scenario plays out ti.me and again in our business here

transact on this rent.er is the cause of an accident. that
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in Nebraska, So the essence of LB 60 establishes that the
burden of paying damages due to an accident is borne by
those causing the accident and by their insurers. The
rental company is with a renter for several minutes at most.
Many of our customers, we' re with them for seconds whereas
the insurer has thoroughly evaluated the insured a nd
established its rates accordingly. Rental car companies and
our renters who do not cause accidents should not bear the
burden of higher costs because of drivers that do. This
position is supported by litigation in several states
including a 1996 decision by our Nebraska Supreme Court.
That was Leader National Insurance Co an v. A merican
Hardware in this case which involved a vehicle test drive.
The Supreme Court found the customer's own insurance to be
primary and the automobile car dealer's insurance to be
excess. Thi s c hange for us in 2000, because of a Supreme
Court contrary decision issued in State Farm v. C hee ers
Rental Com an which was a small indepen ent company here in
Nebraska which I m ight add is no longer in business. I
won't say as a direct result of this decision but I
certainly know it affected their costs significantly. In
that decision, the court ruled that the Cheepers policy of
insurance in effect at the time of this rental was primary.
The court also stated, "We make no comment on the issue of
priority where the owner of a rental car is self-insured and
such fact is disclosed in the operative rental agreement."
And this language, we believe, has cost a lot of confusion
both for our industry and for our customers and their
insurers. Since the Cheepers decision, renter's insurers
have been unwilling to accept responsibility for the renters
at fault damage. This has placed the burden on the car
rental companies which I remind you, if we were a long-term
leasing company we would not have. The effect of this
change to our company, Budget Car and Truck Rental of
Nebraska, has been a six-figure increase in the cost of our
l i ab i l i t y cl ai m s. Bec au s e we ope r a t e on l y i n Nebr as k a ,
unlike many of our competitors and most of our small
operators, we are unable to spread this cost over states
with more favorable statutes. Moreover, passing this cost
on to customers is very difficult due to the co mpetitive
nature of our industry. There are presently 35 states which
allow our industry to provide excess coverage including our
neighboring states of Iowa, South Dakota, Missouri, Kansas,
and Colorado. Vehicle operators in those states escape many
liability claims we must pay in Nebraska. There is in your
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handout a complete list of those 35 states. As earl ier
stated, our lo g i c fo r se ek i ng r e l i e f i n LB 6 0 i s qu i t e
s imple. We are with a renter for a short time. We do no t
have the ability to underwrite the insurance risk of those
people nor other authorized drivers. Many courts have found
in favor of this view. Two court decisions in 20 03, N ew
Ham shire Indemnit v . Bud et Rent A Car S stems and one in
Illinois, State Farm v. Hertz Claims Mana ement and National
Union. In both cases, the courts found the rental company's
insurance to be secondary to the driver' s. The analysis in
the two cases, while specific to their individual stat.es, is
both l og i c al and s i gn i f i c an t . Th e St at e Far m d e c i s i o n ,
citing the New Hampshire decision, found that " the pub l i c
policy of protecting the public from motorists unable to
c ompensate accident victims for their injuries is n o t
impl i c a ted wher e c ove r ag e i s a g i ven an d t h e o n l y qu e s t i on
is which insurance company must a ssume l iability for
coverage . " In the State Farm decision, t.he court said that
it did not make sense that the insurer of a ren tal car,
rather than the in surer of the driver who is at fault for
the accident, provides primary coverage. So, again, when a
customer buys coverage on a personal automobile as we all
do, most of the cu stomers and p rospective insurer can
reflect on the te rms and i nvestigate each other before
s igning a p o l i c y . Unsa f e d r i ve r s w i l l p ay h i gh e r pr em i u ms,
safe d r i ve r s w i l l pay l ow e r p r e miums as i s f a i r , Th i s l i ne
of reasoning makes sense from an economic, legal, and public
policy standpoint. As long as the public is protected and
the rental customer's carrier faces foreseeable risk for
which it has received premium dollars, there is no vali d
reason to burden the rental operator and its customers with
primary r esp o n s i b i l i t y . Moreover, p a ssage of this
l egi s l a t i o n w i l l su r e l y pr ov i d e c o n sumers o f r en t a l v eh i cl e s
with lower cost s ervices. Inc luded in your handout is a
letter from Mr. Donald Fonte, director of gover nment
relations with the Hertz Corporation. He expresses several
i mportan t p o i n t s i n sup p o r t o f LB 6 0 . I u r g e you t o r ead
the comments from a n industry-leading organization. O ur
need fo r r e l i e f i s com p e l l i ng a n d u rg e n t , a nd I t ha nk yo u
today for the opportunity to give testimony regarding LB 60.

SENATOR REDFIELD: Thank you, Mr. Gottwals. I have a couple
of questions. when someone comes in to rent an aut.omobile,
do you ha ie them show you any kind of proof of insurance?
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MIKE GOTTWALS: Sena tor, on a bus y d a y we wi l l r e nt
150 cars. To try to qualify each customer whether they have
insurance or not , frankly, is n ot realistic. We have
competitors who will rent 400 or 500 cars in a day's time so
we do not. Th ere are occasions at our smaller locations
where we may w ell ask for proof of insurance, but it does
not happen in most cases.

SENATOR REDFIELD: So, if we were to adopt this legislation
we wouldn't really be treating all of your customers alike
because those that have insurance would assume the risk.
Those that. did no t hav e insurance would not. Is t h at
c orre c t ?

MIKE GOTTWALS: Well, if there is no insurance or cove rage
in place, Senator, we understand we would be responsible if
that answers your question.

SENATOR REDFIELD: All right. On a personal level, your own
personal car, when someone else drives t hat ve hicle w ith
your permission, they have a n ac cident, Wh o bears the
responsibility, your insurer or theirs' ?

MIKE GOTTWALS: Customarily, that person who's operating my
v ehic l e wo u l d h ave hi s or he r own p o l i cy wh i c h n o r ma l l y
would cover them operating someone else's vehicle so the ir
i nsurance woul d p a y .

SENATOR REDFIELD: Their ins urance would be primary, not
yours?

MIKE GOTTWALS: Correct, correct.

S FNATOR REDFIELD: A re the r e othe r que stions? Senato r
Johnson.

SENATOR OHNSON: W ell, I think every one of us who has ever
ren ed a car always has this question because we always get
asked it with the inference that you have to have this
i ns~ rance . I f , you kn o w , I g ue ss I ' m t hi n k i ng o ut l o ud he r e
because I don 't know t he answ er to my own question here
because I w o u ld r un i nt o t h i s ev er y t i me I r en t a v eh i c l e .
Do .' need to give you that extra money...

M IKE GOTTWA S: Um - h um .
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SENATOR J OHNSON: ...and they' re perfectly willing to take
i t and yet is my in surance company that I' ve paid f o r
a lready , p r i m a r i l y r e sp o n s i b l e ?

M IKE GOTTWALS: Su r e .

SENATOR JOHNSON: So can you clear this up for me?

MIKE GOTTWALS: Yes, I can, Senator Johnson.

SENATOR JOHNSON: I hope so.

MIKE GOTTWALS: I t ' s a go od q ue st i o n and o ne t ha t i s
confusing to many consumers. We dis tinguish between...we
sell a co verage on our vehicle, loss o r damage to our
vehicle which many people purchase, particularly those who
may not own a vehicle, don't have coverage elsewhere, and
u nder our agreement our renter is responsible for loss o r
damage to our vehicle. That's an issue that is completely
s eparate from LB 60 because LB 60 basically deals with o u r
renter causing damage to other persons or other property,
not our property. So what I believe you' re referring to is
we will ask every cu stomer as we are required to do for
disclosure purposes if they would want to cover our vehicle
with ou r pr ot ec t i o n a n d, be l i eve m e , w e t r ai n ou r pe op l e i f
someone is protected elsewhere we have no problem explaining
that they may have coverage elsewhere and not need ours i n
the case of coverage on ou r ve hicle. Ha ve I made the
dis t i nc t i on c l ea r ?

SENATOR JOHNSON: Well, maybe at this time r egarding how
your company works, but I' m n ot so sure that the other
company that I ins ure w ith m a kes it clear of my
inte r r e l a t i o n s h i p w i t h yo u r c o mpany.

MIKE GOTTWALS: I see.

SENATOR JOHNSON: And I would suspect is pretty universal.

SENATOR REDFIELD: Are y ou through? Any other questions,
S enator Joh n s o n ?

SENATOR JOHNSON: No, thank you.
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SenatorSENATOR REDFIELD: Are ther e ot her qu estions?
Louden.

SENATOR LOUDEN: Yes . My understanding is like when we go
down and rent a car and we pay what, ten bucks for a day for
insurance for your car? And that's mostly insuring your car
for the property damage and probably insuring whosever car
we run into. Is that included in that $10?

MIKE GOTTWALS: I t i s n ot , Se nat o r L o u d en . We a ct u al l y
offer several different protections, different coverages.
One covers our veh icle. In the case of most of the
competitors in our industry, we also offer what we call a
s upplementa l l i ab i l i t y po l i cy . Unde r o ur ag r ee ment , w e
provide coverage to state limits which I'm sure you all know
i s l i m it e d f i nan c i a l l y . We of f e r f or an ex t r a p r i ce a
supplemental coverage that provides, in our case, up to
a million dollars of a dditional coverage to ou r re nter
should they cause damage to other property or other persons.

SENATOR LOUDEN: Okay . And if we don't buy that then it' s
actually our own private insurance has covered us under our
l i a b i l i t y s uch as i f we we r e bo r r o w i ng a c a r and d r i v i ng a
friend's car or something like that.

MIKE GOTTWALS: Well, under the statute here, Senator, we
provide coverage up to the state limits on a primary basis.
And t h a t ' s . . .

SENATOR LOUDEN: Um-hum, okay.

MIKE GOTTWALS: . ..that's what we' re seeking relief o n if
you have your own policy of insurance or self-insurance.

SENATOR LOUDEN: All for that same initial cost or is there
a different cost? Because usually...well, I rented a car
the other day and I think from Budget and it was what, $9.99
for insurance for the day or something like that?

M IKE GOTTWALS: We l l , t h at I ' m gue s s i n g w o u l d h a v e c o v e r e d
our rental vehicle. We do not charge any specific premium,
Senator, for l iability coverage to st ate limits. It' s
i nc l u ded i n o ur ba se r at e wh i ch i s why I am ce r t ai n t ha t i f
we were g i ven re lief our base ra te would reflect that
re l i e f , t o som e ex t en t , i n ou r p r i c i ng .
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SENATOR LOUDEN: Okay. That's where you have your liability
insurance is in your base rate.

MIKE GOTTWALS: Yes, sir.

SENATOR LOUDEN: Okay. Then if this was passed then and if
I go in and use my own insurance company, I would get a
discounted base rate besides not paying the $9 or the $10?

MIKE GOTTWALS: We l l , i n e f f ect , Sena t o r , we wou l d be
relieved of that expense in our business and presumably that
t hat s a v i n g s w o u l d f l ow t h r o u g h t o t h e con su mer u l t i mat e l y
because our industry is incredibly competitive...

SENATOR LOUDEN: Now if I use my...

MIKE GOTTWALS: ...so I can't say it would be, you know, $2
a day per se because it would vary probably company to
company, t o o .

SENATOR LOUDEN: But at t h e present time if I use my own
insurance, do I get a break on that base rate...?

MIKE GOTTWALS: No, sir, you do not.

SENATOR LOUDEN: . ..I pay it either way?

MIKE GOTTWALS: Correct.

SENATOR LOUDEN: Okay. And if, in other words, the ba se
rate at the present time, it doesn't make any difference
whose insurance I use, but if I buy y our in surance as a
matter of convenience because I don't have to hunt up the
paperwork for my insurance t.o show you, right?

M IKE GOTTWALS: We l l , i f y ou we r e t o bu y ou r supp l em en t a l
liability insurance, Senator, we would provide coverage to
you fo r up t o a mi l l i o n dol l a r s f o r any l o ss o r damag e y ou
caused to ot her p ersons or pr operty and your insurance
company, pr esumably, would neve r come into play .
Reali s t i ca l l y , t he pe o p l e wh o buy ou r s u p p l ementa l l i ab i l i t y
insurance are people who are uninsured because they may not
own a vehicle or are perhaps u nderinsured or t hey m ay be
working for s omeone else and are able to pass that cost on
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and they don't want to take on the liability and report it
to the wrong company, that kind of thing.

SENATOR LOUDEN: Or else a long ways from home and don' t
want to get mixed up in a court case.

MIKE GOTTWALS: Could be, exactly.

SENATOR LOUDEN: Um-hum, okay. Thank you.

MIKE GOTTWALS: You' re welcome.

SENATOR REDFIELD: Senator Langemeier.

SENATOR LANGEMEIER: I' ll pass. I think we' ve taken this
f ar e n o ugh .

SENATOR REDFIELD: All right. Other questions? Thank you,
Mr. Go t t w a l s .

MIKE GOTTWALS: Thank you.

SENATOR REDF1ELD: N e x t t es t i f i er ?

VERGIL FLQDMAN: My na m e i s Ve rg i l Fl o dm an , V- e - r - g - i - 1
which is wrong, I know, but that's the way my folks spelled
i t . An d t h e l as t na m e i s Fl od m an , o ne o , F- l - o - d - m - a - n .
I ' m the owner o f Dollar Rent A Car. We have offices in
Omaha and Lincoln and I'm here in support of this b i ll
because as Mike said, I feel that we' re being treated very
unfairly because I rent you a car for a day or an hour or a
week and I ha v e t o primarily insure it. But another...a
leasing company that leases you a car for a month is not the
primary insurer. Our laws are different between a ren tal
company and a l easing company which is basically the same
t hing . I ' m l eas i n g y o u a c a r f or a d ay . The y ' r e l ea si ng
you a car for 60 days. In our laws, I think it states that
if it's over 30 d ays it's called a lease. If it 's under
3 0 days i t can be a r ent . I t ' s ca l l ed r en t a l . Now I don ' t
know why . That ' s .-ust a term used. But bas ically you' re
doing the same thing, you' re renting a car. And you rent a
car f r o m me o r a n y t h i n g e l s e . So I t h i n k i t ' s f a i r t ha t i f
the Legislature has decided that leasing companies can make
the leasor (phonetic) primary then the same thing should
happen to the rental companies that the leasee (phonetic) is
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primary. Th ere's no reason it isn' t. And I agree, the one
thing I heard is that if I use your car and you offer to let
me use i t f or no t h i ng o r you o f f e r t o l e t me u se i t f o r $10 ,
and I go out and run into somebody, as the driver of the car
I d o f ee l l i a bl e t o pay t he d a mage and my i n s u r a nce company
will. Just about every policy that I' ve ever looked at or
bought has what's called DOC, Drive Other Car. If you look
at you r p ol i c i es I t h i nk eve r y o n e wo ul d h a v e wha t t h ey c al l
DOC. That covers it so you' ve already bought insurance to
cover your driving another car. Well, in Nebraska you' re
buying that insurance again from me because I'm having to
raise my rates, as Mike said, and you' re buying it ag ain.
And you don't need to buy it again. There's no reason for
double insurance. I mean, it's not necessary. So all we' re
saying is, treat us equally with leasing companies. You
already have the insurance and you don't have to buy it. If
you want, as Senator Louden said, not to get involved, you
can buy the SL1. The LDW is Loss Damage Waiver, as M ike
said, which is strictly for our car. It's if you rent a car
from me and I as k y ou, would you like to cover the car
for...and it's not insurance. It 's called l oss damage
waiver. We clarify that it's not. insurance. That's so if
you burn a hole in the seat you' re not liable. We don ' t
charge you for it. If you spill a beer or whatever in the
car, you' re not liable. We have to clean it up. If you
don't take that or if somebody sideswipes you and you aren' t
around the cost of getting the car fixed is our burden
because you paid us $9.95 a day to cover the car we own that
you rented from us. But that doesn't cover the other car,
the car yo u d r o v e . And wh a t co u l d ha p p en i s t h a t I t hi nk i s
terrible is that if you were mad at your neighbor you could
c ome, rent a car from me for $9.95, go over an d r un into
your neighbor's car and just wreck the heck out of it just
for meanness, come back and say ha ha, Dollar, you have to
pay for my neighbor's car. Even though I ran your car into
it, you have to pay for it. Of course, i n the rental
agreement the funny thing is you have to pay for my car even
though you hit the...whatever damage you did. But I have to
pay for the neighbor's car that you were upset with. So I
just think it's not right. It 's not right that w e' re
primary because we' re not driving the c ar . We ' re not
causing the accident.

S ENATOR REDFIELD: M r . F l o d m an , i t ' s i l l ega l i n Neb r a s k a
h ave an o pen b ee r i n a veh i c l e ( l aug h t e r ) .

to



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

LB 60C ommittee o n B a n k i n g
J anuary 2 4 , 20 05
Page 22

VERGIL FLODMAN: You could have been sitting in the driveway
w ith i t ( l a ugh t e r ) .

SENATOR REDFIELD: Are there any questions? Senator Flood.

SENATOR FLOOD: Mr. Flodman, is it your testimony that rates
would go d own, rental rates would go down if you were not
required to carry primary insurance on rental cars?

VERGIL FLODMAN: Our cost would go down, Senator, and our
rates are c ontrolled by our costs. As any business runs,
you take your cost and you add a profit and that's what you
charge th e c o n s umer.

SENATOR FLOOD: But you'd still have to provide insurance on
t he veh i c l e s , a l l t h e v eh i cl e s .

VERGIL FLODMAN: We have secondary liability, we cannot stop
t ha t .

SENATOR FLOOD: Sur e .

VERGIL F L ODMAN: O k ay . Yes , we wi l l a l wa y s h a v e l i ab i l i t y .
If you rent a car from us and you hit somebody and you have
no insurance our insurance takes over and does it because
you had no insurance. Okay. If yours runs out, let's say
you run into a bus and you kill X people and you only have a
million coverage. Well, after they get the first million
for the first guy that died probably then they come back on
us and we provide the rest of it so. But you already have
t hat i ns u r a n c e ,

S ENATOR FLOOD: But it would be your t estimony that c a r
rental rates would go down in Nebraska if you were secondary
rather than primary.

VERGIL FL ODMAN: I f eel t h ey wou l d , y es . I mean , y ou
know.. .

SENATOR FLOOD: And your company's rates would go down.

V ERGIL FLODMAN: Well, yes, our insurance rates would g o
d own. M y co s t w o u l d g o d o w n .
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SENATOR F L OOD:
down.

VERGIL FLODMAN: Right, right. They should. You know what
I mean? I t ' s d i r ec t l y r e l at e d b u t t he p r ob l e m yo u g o t t her e
is, Senator, is that you pass this legislation and you rent
a car from me today for $30. We' ll just use that example.
And the bill takes effect and next year I'm still $ 30 a n d
you say you know, you told me, Mr. Flodman, that the rates
would lower. Well, you have a cost raise on other things.
I d i dn ' t ra i se th e pr i c e b u t I was ab l e t o h ol d i t st a b l e .
That could happen. I'm not going to say it will, but w i ll
you s ee i t ? Ca n I s how i t t o y ou o n yo u r b i l l ? No . I
mean, 1 d o n ' t t h i n k I cou l d ,

SENATOR FLOOD: T h a n k y o u .

VERGIL FLODMAN: Um-hum.

SENATOR REDFIELD: Thank you, Mr. Flodman. Next testifier.

JEAN FAULCONBRIDGE: Good afternoon. My name is Jean
F aulconbr i d g e . T hat ' s s pel l e d J -e-a - n
F-a-u-l-c-o-n-b-r-i -d-g-e. I am here as a claims attorney
from Zurich Programs Business which is a pro perty and
casualty insurer based in Omaha with...and I just want to
tell you a li ttle bit about our company. We have current
annual revenues of $1.4 billion and we are the market leader
i n au t o r ent al i n sur an ce i n t he Uni t e d St at es . We
incorporated in 1 954 a s Em pire Fire and Marine Insurance
Company and just last year we changed our name t o Zu rich
Programs Business to take advantage of the market strength
and the synergy potential of the combined Zurich Insurance
Companies which combined, formed the t hird largest P&C
company in the world. This bill, LB 60, clearly states that
a ny insurance or self-insurance providing coverage to a
renter or rental driver shall be primary. And insurance
covering the rental car company shall be excess unless the
written ren tal contract provides otherwise. So the
situation is that there is insurance. What you ' re doing
here today passing on LB 60 won't affect whether there is or
is not insurance. There are two policies that have coverage
for a situation. The cust omer who rents the car may be
covered by a personal auto policy or a business auto policy.
The driver of the rental car also may have business auto or

But your...your car rental rates would go
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personal auto coverage and the rental company will have a
rental li ability policy, LB 60 simply resolves the
q uest i on , w h o ' s o n f i r s t , wh o i s pr i ma r y ? LB 6 0 i s a goo d
bill because it provides certainty in an area which is now
uncertain. As I was preparing to speak to you today I
called our insurance commissioner, the Honorable Tim Wagner,
and asked him what he thought. He said he's not going to
take a position one way or the other on the bill but he said
that right now in his office he has three active consumer
complaints on this very is sue. Insurance companies are
arguing o ve r w h o ' s p r i m ar y and t he cl a i m i s be i ng l e f t
unresolved in the mea ntime. Cert ainty would be an
improvement in Nebraska law. This issue is timely. This is
a good t i m e f o r t hi s bi l l . You hav e b e f o r e yo u a p ol i cy
q uest i on , who s hou l d b e o n f i r s t ? The f i r st r ea s o n wh y I
think the personal auto or business auto policy should be
primary is be cause they ar e best able to underwrite and
assess the extent of the risk. When we buy personal auto
coverage, for example, I' ve got GEICO and at times I' ve had
State Farm. Th ey do not ask me about my rental h abits.
This is because most people do not ever rent a car. Those
very few who do will rent very s eldom, will ge t a car
similar to their own, and will rent only for a few days.
Statistically and actuarially speaking, the possibility that
an insured will rent a car and then wreck it is so remote it
simply doesn't matter when personal insurers set their
rates. If it did matter, they would ask. T h e rental
company does not have the opportunity to run the MVR on the
individual who rents the car, let alone on all their family
members and friends who drive the rental car. A risk should
be borne by those best able to underwrite it, by those best
able t.o predict the extent of that risk. The second reason
I thank this is a good bill is because the pe rsonal auto
carrier is best a ble to hold a driver accountable. LB 60
places the primary burden for paying damages where it
belongs, on the driver who causes the accident. It places
the burden for payment on th e insurance company t hat
investigated that driver's driving habits. When the policy
is renewed or nonrenewed it will be the a t-fault driver' s
pol i c y t ha t p ay s t he p r i ce f or t he neg l i ge n t d r i v i ng . The
personal insurer is i n the be st p osition t o asses s
consequences to th ose bad decisions. The third reason why
this is a good bill is that it will have a positive impact
on rental insurance rates in Nebraska. For my company, one
of the biggest single factors in e stablishing our rental
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insurance rates is whe ther in a given state our insurance
covers on a primary, excess, or joi nt b asis w ith the
renter's policy for damages when an accident occurs. And I
think this i s wh at many of you have been asking today and
t his is the sentence you probably are going to w ant to
listen to . On average a cross the country our company's
insurance rates are 35 percent higher in primary states than
they are in excess states. The passage of LB 60 should have
a positive impact on p remiums for N ebraska car r ental
companies which can be passed along to their customers. In
c ontrast, the passage of LB 60 will not have an effect o n
personal auto rates for Nebraska drivers. There should be
no effect on general personal auto rates or b usiness auto
rates. The specific bad actors will feel it, which is as it
should be . The f i na l r e as o n t h at I be l i ev e t h i s sh ou l d be
passed is that it will bring Nebraska into l ine with a
majority of st ates. My companies, Zurich programs,
carefully tracks the laws of primacy in all 50 states. Our
insurance rates are adjusted state by state, depending on
whether we will be prim ry, excess, or have joint coverage
with the renter's carrier. In ten sta tes if shifting
l anguage is in the rental contract, our p olicy has n o
responsibility to a n in sured renter. In 25 states our
coverage is either excess to or provides joint coverage with
the renter's policy. Only in 15 states whether by st atute
or case law are we primary. This bill would bring Nebraska
into the majority. In summary, the burden of paying damages
because of an accident should be borne by those causing the
accident and b y their insurers. Ren tal car drivers that
don' t. cause accidents should not be stuck with higher rental
rates because of drivers that do.

SENATOR REDFIELD: Thank you. Are there questions? Senator
L angemeier .

SENATOR LANGEMEIER: So if you approve this bill a nd you
create the p r imary back t o the car driver/renter at that
time, th n do you plan to limit back to Bu dget or Dollar
rental, say, okay, only 30 percent of your customers? What
i f t h e y d on ' t hav e l i a bi l i t y cove r a g e ? So ar e yo u g o i n g t o
insure them at a level that says, okay, only so much of your
business can go to people that don't have primary liability
and those that don't because if they can lease to a hundred
percent of their customers and not have primary liability
you can' t. afford to lower your rates for them because t here
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zs no p r i m a ry , yo u ' r e st i l l pr i ma ry ?

JEAN FAULCONBRIDGE: We h ave experience across the country
and our rates would reflect the average outcome in an excess
state if Nebraska passes this.

S ENATOR REDFIELD; Se n a t o r L ou d e n .

S ENATOR LOUDEN: T h a n k y o u
t he op t i on i n Neb r ask a
r i gh t , w h e n w e r e n t a ca r ?
insurance co mpany or we
way. Am I cor r ec t ?

JEAN FAULCONBRIDGE: No, actually, the current state of the
law under State F arm v. Chee ers is that the rental car
company's liability insurance must pay on a primary basis.

SENATOR LOUDEN: Okay, but you' ll have that either way. But
when it comes to the insurance I c a n ei ther use m y own
insurance company or I can use yours for damage to the car
or anything like that,

JEAN FAULCONBRIDGE: I f we ' r e t a l k i n g . . . I t h i nk wha t we ' r e
talking about here is liability insurance. That's what this
bill concerns. And no, there's no choice. The consumer has
no choice as things stand right now, Th e consumer is
covered by the rental car company's liability insurance
which is very expensive in a primary state.

SENATOR LOUDEN: When I go down and rent that car for ten
bucks and that includes the liability insurance?

JEAN FAULCONBRIDGE: It does, it does under Nebraska law.

SENATOR LOUDEN: On myself or just on the car rental
company?

JEAN FAULCONBRIDGE: If you have no insurance, the car
rental company's insurance has to cover you.

SENATOR LOUDEN: Okay, thank you.

SENATOR REDFIELD: I ' d l i ke t o p i gg yb a c k o n t h at que st i o n ,
Do yo u wr i t e t he i nsu r a n c e fo r t he supp l e m enta l l i a b i l i t y

At the present time, we h ave
whether we get insurance or not,

We ca n e i t h er u se ou r own
can use the car rental's, either
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for yo u r com pany?

JEAN FAULCONBRIDGE: Our company does have an SLI product,
yes.

SENATOR REDFIELD: And you market it th rough the re ntal
companies i n N e b r a ska?

JEAN FAULCONBRIDGE: Ye s .

SENATOR REDFIELD: So you would be providing that if the
renter paid that extra premium.

JEAN FAULCONBRIDGE: Yes, and that's a good point, Senator
Redfield. Under this bill, the language of this bill states
that any insurance providing coverage to a renter shall be
primary. Well, that includes SLI. But when you pu rchase
SLI, that product itself says it will be primary so that SLI
produc t t ha t y ou pa i d yo ur ha rd ea r n e d money ou t f or wi l l
provide coverage in place of or before your own personal
auto p o l i cy .

SENATOR REDFIELD: In one of y our points, you said that
insurers know better their drivers and that they run t heir
driver's license, they look at their r ecords, and that
that's their obligation. You sell in surance to t hose
drivers without actually seeing their driving record,
c orre c t ?

JEAN FAULCONBRIDGE: W e...oh, you mean the SLI? Y es, that' s
t r ue .

SENATOR REDFIELD: Yes, you do. And so y ou are actually
selling the basic product to the rental companies without
knowing the driving habits of the renters whether, in fact,
they have insurance or they don' t...

JEAN FAULCONBRIDGE: And it's priced accordingly.

SENATOR REDFIELD: Con sidering your risk, considering your
costs, why don't you require them to check and see i f the
r ente r h a s i nsu r a n c e ?

JEAN FAULCONBRIDGE: Because our customers are the rental
car companies and they say they don't have time to do that.
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And they don' t...they have to move these things along so we
are forced to price that product accordingly.

SENATOR REDFIELD: So you price as if no one had insurance.

JEAN FAULCONBRIDGE: We price t he SLI for all sorts of
driv e r s . . .b a d d r i v e r s a n d g o o d d r i v e r s .

SENATOR REDFIELD: The S S I (s i c : SL I ) b ut wha t abo ut t he
basic insurance that is now primary in Nebraska as the court
has dec i ded?

JEAN FAULCONBRIDGE: Yes, that is expensive, too, because we
have to price it for bad drivers as well as good drivers.

SENATOR REDFIELD: And you pri c e it as if everyone is
u ninsur ed ?

JEAN FAULCONBFIDGE: Well, we have...

SENATOR REDFIELD: . . . o r you av er ag e .

JEAN FAULCONBRIDGE: ...to price it as though we' re primary
because we a r e , y es .

SENATOR REDFIELD: Okay . A ll right, thank you. Are there
any other questions? T h ank y ou. Are there any ot her
proponents? I don 't see any. Are there any opponents? I
do see one. Did I see a hand in opponent? Would you like
to come forward and testify? Ple ase state your name and
spell it for the record.

JIM DOBLER: (Exhibit 2) Senator Redfield, members of the
committee, my na me is Jim Dobler. It's J-i-m D-o-b-l-e-r.
And I'm executive vice president and general counse l wi t h
Farmers Mutual Insurance Company of Nebraska. I'm also a
registered lobbyist and today I appear on behalf of Nebraska
Insurance Information Service. And this is a l ocal trade
organization that i ncludes property and casualty liability
insurance companies licensed to do business here i n the
state of Nebraska. As a group, our member companies would
write in excess of 50 percent of the personal lines coverage
in this state. I have a handout for the committee. LB 60
is a b 11 designed to i mpact how overlapping insurance
policies will apply to a loss situation. It 's pre tty



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

LB 60C ommittee o n B a n k i n g
January 2 4 , 2 005
Page 29

unique. There is no other statute, no other insurance law
in the state that takes a specific business and says how its
policy will integrate with another policy in the case of a
loss. There's nothing like that. There is one statute that
is somewhat similar and I' ll talk about that statute in a
minute. It rela tes t o our uninsured and underinsured
motorist coverage. The issue of overlapping coverage an d
other insurance is a significant issue. It's been addressed
by the courts around the na tion many, many times, been
examined many times by the Supreme Courts of, I think, most
states. The issue has also been studied and examined by the
industry. As you c a n a ppreciate, there have got to be
thousands of situations every day where you have overlapping
coverage. Just look at auto insurance. When you drive your
neighbor's car you' re going to have two policies. I f you
work somewhere and you have your own personal car there but
the employer says, take the company car and go get a box of
widgets. Yo u have two insurance policies that are going to
apply if there's a loss. R ental cars, test driving cars,
dealer loaner cars, there are just numerous situations where
this can come up. What do we do about all this? Well, the
first way to deal with it is to look at t h e contract and
insurance companies have done that . If you look at a
personal auto policy, they all have a clause dealing with
other insurance. It 's found in the conditions section of
the policy. Some of these other insurance clauses will
state that the po licy i s primary. Some will say it' s
excess. Some will say we' ll prorate the loss based on
limits. Some con tain n o liability clauses. So me even
cont.ain something called a super escape clause so there are
numerous wa ys t hat ea ch i nd i v i du al con t r ac t mi gh t wa n t t o
approach the issue of overlapping coverage. It isn't always
that. each has the same kind of clause but what if they do?
How do you resolve that issue? The Nebraska Supreme Court
looked at that issue and they looked at it in the case that
was mentioned earlier, the State Farm v. Chee ers Rent-A-Car
case. And in that case, we did have two liability insurance
policies and essentially both policies, as the court looked
at it, contained excess liability clauses for each e xcess,
t he same t h i n g . Wh a t do w e d o ? We l l , he r e ' s w h a t t he cou r t
said and on page 2 of my prepared testimony I paraphrased
that language in that opinion. When you have two liability
policies, one i nsuring the owned auto and one insuring the
driver, both with excess clauses. Ju st a little bit d own
from the top it 's quoted, "It is a well-established legal
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principle in Nebraska that when (auto policies both contain
excess other insurance clauses) the owner's policy (i.e. t.he
policy covering the vehicle) provides primary coverage and
the driver's policy provides excess coverage." An d you' ll
see they cite a long list of cases. That's the essential
b asic rule in Nebraska. The same rule applies not only i n
this case o f a car ren tal company but it would likewise
apply when you' re driving your neighbor's car. You' re
driving your neighbor's car, you' re insured with State Farm,
the neighbor's car is insured with Farmers Mutual. You run
into somebody. They sue you. Well, the policy insuring the
car is primary and your policy as the driver would be
excess. If the facts are reversed and the Farmers Mutual
policy is on the driver and State Farm is on the car, then
in that case State Farm is primary and we' re excess. It' s
just going to depend on the situation. Beyond that, why
would i t be t h i s wa y? W h y w o u l d y o u s a y t h a t i t oug ht t o b e
the owner's car first? Well, that raises another part of
what the industry has done and the industry met, as a group,
I think it was in the fifties, and they' re looking at t his
issue. You' ve got all kinds of situations where various
p ol i c i e s a p p l y a n d t h e y ' r e t r y i n g t o f i g ur e o ut a way t o
establish guidelines that everyone can follow so that we' re
not sitting in court all the time trying to figure out what
to do. The end result of the industry's work is attached as
an exhibit to my prepared remarks. It's called the guiding
principles developed in 1963, used it ever since. One of
the essential principles of t his d ocument is what the
industry established as they said, look, what we' re going to
do when there are various policies, we' re going to take the
policy that insures the specific and make it. apply first.
Policies that insure on a general basis will be applied down
the road. That principle is what fits with the automobile
situation. The pol icy insuring the specific, that is the
car involved in the accident, applies first. The policy of
the driver, which could conceivably apply to any car the
driver gets into, is...that coverage is general, not
specific to that car , so it 's excess. The courts have
f o l l owed t he gu i d i n g pr i nc i p l e s wh i ch t h e i nd us t r y
established a long time ago. Getting back to Nebraska law.
I ment i o ne d t h a t w e d i dn ' t . . . w e d o n ' t hav e any t h i n g qu i t e
like this. The onl y l a w that t ouches on it is in the
underinsured motorist coverage and they look at it . How
shall we apply uninsured, underinsured motorist coverage
when th e re a r e mu l t i p l e p o l i c i es ? Wel l , t h ey f o l l ow t h e
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same principle. It applies...the policy insuring the
vehicle goes first; other UM UI coverage is second. So from
my perspective the certainty is what we have right now and
to provide a specific exception for one business creates the
a mbigui t y a n d t h e u n c e r t a in t y . The r e w a s s om e d i scu s s i o n
about who w i n s a n d who l o s e s i n t er m s o f co s t s a n d w ha t w i l l
g o u p and w ha t w i l l go do wn . W e l l, a l l I c an co me up w i t h
is you' re looking at accidents that happen in rental cars.
That's the risk exposure. No w the loss costs associated
with those accidents are going to be there no matter whether
you make the rental companies pay f irst or t h e pe rsonal
insurance of the driver pay first. The loss costs don' t
change; the costs don't go away. So fr om my perspective
it's an issue of where shall we put these loss costs? Where
d o y ou wa nt t hem t o g o? Wha t ' s go o d p u b l i c po l i cy f o r t h e
state of Nebraska? Is it better to have the loss costs over
here with the business? Is it better to transfer those loss
costs over here to personal auto policies that i ndividuals
might buy? Difficult to quantify those costs. I have no
idea what they might be, but I think t h at's one of the
f undamenta l t h i ng s pl a i n i n t hi s i ssu e. I t was m e n t io n e d
t hat w e l l , gee w h i z, w e h a v e t h e o p p o r t u n i t y t o un de r wr i t e
this and examine the risk. We ' re the au to insurance
company. We can look at this. The poor rental car company,
the individual comes in, gets their car. Th e y don't h ave
the same underwriting opportunities. I disagree, I strongly
disagree. In fac t, our company and I think it's true with
most personal lines auto writers, our agents have binding
authority. They ca n bind the coverage over the telephone
with someone that needs coverage. We nev e r s e e th em.
There's no opportunity to u nderwrite that and figure out
ahead of time whether we want it or not. The agent can sit
at the local cafe and write out the VIN number of the car
and the insured's name on a napkin and bind coverage. We' re
on it. We don't see them. N ow sometimes we can, b ut in
many cases we don' t. That's just part of what insurance is
about and it has to work that way. After all, you couldn' t
buy a c ar, you c ouldn't carry on your transactions if
everyone had to wait around until everyone examined you and
did a complete search to see whether you' re worth insuring
or not. So I don't see that as a basis for going one way or
the other on the issue. With that, I' ll conclude my remarks
a nd be happy t o an s wer a n y q u e s t i o n s .

SENATOR REDFIELD: Thank you, Are there questions? Yes,
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Senator F l oo d .

SENATOR FLOOD: Thank you for your testimony. This will be
brief, but because we' re not amending or repealing a section
of statute here, and in fact creating an act with regard to
who's a pr iority and w ho's secondary, by o peration of
contract law, could we al low the r ental companies to
contract with the re nter a s to who is the primary and
secondary after they provide a copy of their car insurance?
Notwithstanding anything or any of the case law, wouldn' t
contract law allow a renter t o contract with a ren tal
company?

JIM DOBLER: That 's a very good point and I think that
possibly might work. Now the way I see it is t he Cheeper
rental car case, all it said is if the rental company has a
policy and the driver has a policy, rental goes first. As I
think someone mentioned, that case said, we' re not going to
answer the question of how it works when the rental company
zs self-insured. And I think that g ets at wh a t you' re
s aying , i f t he r en t a l com pany ha s n o p o l i c y a n d b y con t r a c t
it wants to say you' re first and if the rental company does
nothing other than self-insure, their argument is, we don' t
have a policy. There is no policy. Therefore, the excess
clause of the a uto policy has nothing to be in excess of.
But those issues, at least as I understand it, as I read it,
haven't been resolved in Nebraska. I don't think there' s
been any case that's looked at that specific thing. But it
may be a way for rental companies to essentially get to the
result they want. I hope that helps but that...

SENATOR FLOOD: I appreciate that. Thank you,

S ENATOR RED F I E L D : Senator Langemeier. No? Other
q uest i o ns ? Tha n k y o u f o r yo u r t es t i m o n y .

J IM DOBLER: T h a n k y o u .

SENATOR REDFIELD: Other opponents?

KORBY GILBERTSON: Good afternoon, Senator Redfield, members
of the committee, For t he record, my n ame is Korby
Gilbe r t s o n . I t ' s spe l l ed K - o - r - b - y G- i - l - b - e - r - t - s - o - n .
I'm appearing today as a registered lobbyist on behalf of
the Property Casualty Insurers Association of America whose
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members write approximately 45 percent of the property and
casualty insurance in Nebraska. I'd first like to echo what
Mr. Dobler spok about and I'm going to try not to repeat
a ny o f i t . I was l i st en i ng du r i n g t he pr o p o nen t s ' t es t i m o n y
and there was a couple of issues that came up that I thought
were relatively interesting. O ne of them Senator Flood
expanded on when he asked whether or not the cost of renting
a c a r wou l d d ra s t i c a l l y b e r ed u ced o r b e r e d u ced a t a l l i f
this type of legislation passed. And so then I looked back
in my notes and I saw that he said that Iowa operated under
the same rules that would exist if LB 60 was passed. So I
left the room for a quick second and called my office and
had someone get on-line to check how much it cost to rent a
car in I incoln, Nebraska, tomorrow for one day and how much
it costs to rent the same car in Cedar Rapids, Iowa, for one
day tomorrow. And I was s urprised but it was 99 cents
difference. So I'm su re that they will argue that there
were other costs that are related to that and that's why the
costs aren't that much different but it was $34 in Cedar
Rapids, Iowa, and $34.99 in Lincoln for tomorrow so that, I
thought, was very interesting to see there wasn't that much
of a difference. The second comment that I thought was very
interesting was Ms. Faulconbridge's comment that there is
such a remote chance for an accident to h appen, it's not
worth asking for the insurance companies when they' re asking
their drivers that have insurance for them. I thought that
was interesting because if it's so remote that an accident
is going to happen, why then does it cost 35 percent more
for them to insure the rental car companies here? And I
t h ink t ha t ' s j us t a que st i on t o l e ave y o u wi t h . And , aga i n ,
we are in opposition to this bill. I think Mr. Dobler did a
v ery g o od j ob of exp l a i ni ng a l l o f t he i nt r i ca c i e s a n d I
would j u s t l i ke t o e ch o t ho s e a g a i n . Th a n k y o u.

SENATOR REDFIELD: Thank you. Are the r e a ny que stions'?
Thank you, Ms. Gilbertson.

KORBY GILBERTSON: Thank you.

SENATOR REDFIELD: Are the r e a ny other opponents? Any
neutral testimony? If not, we will close the h earing on
LB 60 and I' ll return the chair to Senator Mines.

SENATOR MINES: Tha nk you, Senator Redfield and thank you,
everyone, for being patient. This is...gees, we' ve been
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g oing qu i t e a wh i l e o n a coup l e o f b i l l s a nd w e a r e n o w
going t o ope n a pu b l i c he a r i n g o n L B 7 3 . Se na t o r A g u i l a r
from Grand Island is the pr imary introducer. Welc ome,
Senator Agu i l a r .

LB 73

SENATOR AGUILAR: Th ank you, Senator Nines, members of the
Banking, Insurance and Commerce Committee (sic: Banking,
Commerce and Insurance Committee) . My name is Ray Aguilar.
I represent District 35, the city of Grand Island. I ref er
to that as the "sandhill cranes district." T he goal of
LB 73 is to guarantee consumers a choice of auto b ody and
glass repair shops for r easonably-priced repairs without
suffe r i n g a f i nan c i a l p en a l t y f r om t h e i r i n sur e r . Th i s b i l l
is patterned after a California law a ddressing this s ame
issue. Nebraska law allows an insurer to use the lowest bid
on like kind and quality parts for repairs. In some cases,
t his focus on lowest bid is used to accept less t han th e
ori g i n a l i nt en t o f l i ke k i nd and qu al i t y . LB 73
specifically asks that a n in surer not recommend any
particular repair shop unless a referral is requested by the
claimant or t he claimant has been informed of the right to
choose their own repair shop. I f said disclosure takes
place orally, LB 73 asks for that disclosure to be followed
up wi t h a wr i t t e n do c ument ma i l e d t o t he c l a i ma n t . LB 73
w ould pr o hi b i t an i nsur er f r om a sk i n g a c l ai m an t wh o h a s
already chosen a repair shop to select a dif ferent repair
shop. Any insurer that by policy suggests or recommends a
motor vehicle be repaired at a particular automotive repair
shop shall (A ) prominently d isclose such contractual
p rovision at the time the insurance is ap plied for, a n d
(B) if the claimant elects a shop of his or her own choice
the insurer shall not limit o r discount the re asonable
repair costs based on charges that would have been incurred
had the vehicle been repaired by th e in surer's chosen
a utomot iv e r epa i r sh op . Con st i t uen t s o f mi ne a n d o t h e r s
from around the state are here to tell you about the abuses
they see i n the glass and auto body industry relating to
insurance coverage. As well, the insurance representatives
are here to tell you how well they think the current system
is working. I ask you to listen to both sides of the story,
but to keep the consumer at the top of your priority list.
I f t he con s umer comes f i r s t , I cer t ai n l y t hi n k a d i sc l os u r e



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

LB 73Committee on Banking
J anuary 2 4 , 20 05
Page 35

of affiliations with repair shops is appropriate and I think
the consumer deserves their choice of repair shops. I ask
for your support of LB 73 and I ' ll try to an swer any
questions that you may have.

SENATOR MINES: Thank you, Senator. Committee, do you have
questions of Senator Aguilar? Senator Redfield.

SENATOR REDFIELD: I do have a question. There are a number
of different issues in here and ce rtainly choice is
something t hat i n Amer i ca we pr i ze . Bu t I do h av e a
question about the arrangements that an i nsurer may h ave
with certain providers. We see that in the health industry
that an insurance company may set up preferred providers who
agree because of the steerage to de l iver services at a
lesser price. That usually saves the recipient some money
perhaps in t heir deductibles as w ell a s the insu rer
i ndus t r y . And so I ' m w o n d e r i n g i f i n t h i s l as t po r t i on t ha t
you were explaining if that would prohibit that kind of
agreement. within the PC industry.

SENATOR AGUILAR: Well, we hope not. But an indication in
most cases with shall I say the good players, that is never
a problem. But there aren't all good players out there and
they don't all service in a like kind and quality manner,
and that's where the problem exists.

SENATOR REDFIELD: Oka y . Tha nk y ou .

SENATOR MINES: Any o t he r q ue st i on s o f Sen at o r Agu i l a r ?
T hank you , S ena t o r .

SENATOR AGUILAR: Tha n k yo u .

SENATOR MINES: We ' re going to open it up to comments.
Proponents, opponents, and neutral, I would like a show of
hands of t hose in su pport of the bill, please raise your
hands. Hol y sm o k e . I see 1, 2 , 3 , 4 , 5 „ 6 , 7 , 8 , 9 , 10 ,
11, 1 2 , 13 , 14 , 15 , 16 , 17 , 18 , 1 9 , 2 0 , 21 , 22 , 23 , 24 , 2 5 ,
26, 27, 28, 29 proponents. Those in opposition of the bill?
I see two. You' re outnumbered (laughter) and those in a
neutral capacity? Okay, in the interests of time, everyone
will have an opportunity to speak. Please, we are going to
be done w ith th e pr oponents by a quarter of four, that' s
45 minut es , m ayb e a l i t t l e l o nge r . Pl ea se l i mi t yo ur
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comments to about three minutes. Pay attention to those in
front of you. Repetition will harm your case more than it
will help so let's begin. I' ll keep track of time; you just
give your testimony. And please be aware that there are 28
behind you. Let's start with number one of 29 proponents,
please. Please come forward, state your name and spell it
for th e r ec o r d .

NORBERT ZAENGLEIN: Senator Mines, members of the committee,
thank you for giving us the opportunity here to testify in
support o f LB 7 3 . My nam e i s Nor be r t Zaeng l e i n spe l l ed
Z-a-e-n-g-l-e-i-n and I'm the executive director for the
Nebraska Auto Body Association and I'm a lso a registered
lobby is t fo r t.he Nebr a sk a A u to B o dy A s s o c i a t i o n . I kno w
that the Legislature is pr obably looking at we l l ov er
700 balls this ye ar an d over the next few minutes I would
like to explain why I believe LB 73 is wor thy of you r
atten t i o n . Hop ef u l l y , wi l l be t he p r i o r i t y b i l l a nd g o o n
to the floor and ultimately be codified in the law. Much of
the t e s t i m ony t h a t yo u ' re g oi n g t o h ea r f r o m m e a nd p r o b a b l y
f rom other p r o ponents t o day w i l l cen t e r on t he t op i c o f
automo"ive windshield replacement. And the reason for
focusing on automotive glass is no t to imply t hat t he
proble m i s l i mi t ed t o t h i s par t i c ul a r s egme n t o f t h e
i ndust r y . I t ' s wel l beyo n d g l a s s b u t w o u l d f oc u s o n g l a ss
because this is the area where the most compelling evidence
has been collected, evidence that points to a failure of the
current regulatory system to detect, recognize, respond to,
and correct problems in the marketplace. Automotive glass,
we often think of glass as being a very brittle substance,
but the fact is t hat automotive glass provides two very
important safety functions. And first is, it provides the
necessary backstop in the event of an airbag deployment,
When that airbag deploys it pushes up against the windshield
and that windshield then provides that support for t he
a i rbag . Without that support or wi thout a pro perly
installed windshield, that airbag pushes the glass out and
reduces the safety characteristics of that vehicle, and even
to the point of where an unbelted occupant could be ejected
from the vehicle. T he second reason why g lass is so
important, that 's part of the structural safet y
characteristic of the vehicle that prevents the r oof from
collapsing onto the occupant when that vehicle is engaged in
a rollover. Agai n , this seems somewhat counterintuitive
because we often think of glass as a very brittle substance.
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But automotive glass is specialized glass and it has a lot
of strength and does provide a lot of support in the event
of a rollover. I believe...and another reason why we focus
on glass is that the evidence that has been documented by
Mr. Rizzi, who o wns an independent glass shop in Alliance,
is pretty overwhelming. I think it's been meticulously
documented. I thi nk it's been carefully documented and I
think it reflects a pr oblem in t he m arketplace. A nd
Mr. Rizzi has through his shop over the past four years
documented over 250 instances of improper glass repair
and/or replacement. Now y ou might ask what's the shop's
responsibility in this? In other words, if there is a
problem in the marketplace as demonstrated by the evidence
what is the shop's responsibility? Well, Nebraska law makes
the insurer responsible for that repair. Specifically under
chapter 44-15 (phonetic) (sic: chapter 44, article 15) and
40(15) (ph o n e t i c ) (si c : S44- 1 5 4 0 (15 ) ) , m akes i t an unf a i r
claim settlement practice for failure to adopt and implement
reasonable standards to en sure that t he repa irs are
performed in a sk illful manner. Furthermore, Title 210,
chapter 60, paragraph 009.04 (Dept. of Insurance Ru'es &
Regulations) states that the estimate prepared by or for the
insurer must be reasonable, in accordance with policy
provisions. So we have two p oints here that put t he
responsibility for that repair onto the insurer. And the
problems that have been documented by Mr. Rizzi seem to me
that they point to t h e fact that no one is checking the
repairs from the network shops, those shops that are in the
network that the insurer steers claimants to. And by not
checking, th e insurer ac cepts sa nctions, a pproves,
encourages the work that is being done. And steering is a
means of pressuring shops to reduce, less, and l imit the
repair costs in a ma nner that's not based on free market
competition. Steering creates an environment that tacitly
promotes imperfect repairs and if left to continue, these
practices will increase the number of Nebraska motorists
driving vehicles that may be unsafe. And what you have to
remember here, this is not the first time that we' ve tried
to address this issue. We have presented this to the
Nebraska Department of Insurance and they have taken the
position, if my recollection is correct, that when someone
comes to the Department of Insurance with a complaint it has
to be the claimant. W hen w e as an association present
credible evidence for a problem in the marketplace, I guess
I would say our position is not r eally valued or t aken
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seriously. They do want the claimant to come f orward and
herein lies the problem. When a claimant has a windshield
repair, needs a windshield repair and he calls in a nd th e
insurer tells him t o use a certain shop or drives that
repair through a network the claimant is at home or at work.
The glass shop shows up at...it's very convenient. They
replace the glass. T he claimant had a cracked windshield
and dirty glass and he now gets into his car and he sees a
brand new windshield. It's clean and he has...the claimant
doesn't know whether or not that glass has been restored,
replaced to f actory specification. T h e consumer doesn' t
know whether the glass has been replaced using proper
adhesives, has been allowed adequate cure time as specified
by the adhesive manufacturer, whether or not e xisting
corrosion in t hat w indshield area have been treated, or
whether or not the glass was installed within acceptable
temperature and moisture requirements, and whether or not
the newly-installed glass compares to the original in terms
of fit, performance, and function. The other part of the
c urrent glass claims settlement practices is t hat t he
insurers or networks seem to be able to drive the cost that
they will pay for the repair. In other words, this is no
longer a free m arket competition, but it's one where the
i nsurer o r t he n e t w or k a r e a b l e t o i nf l u en c e t he p r i c e o f
repair in a man ner t h at's inconsistent with established
vehicle estimating systems. And these estimating sys ems
were developed with the i nsurer's input to pr ovide an
independent area in order to determine what's required to
repair certain vehicles. So we hav e these independent
estimating system, but for some reason wh en it comes to
repairing the vital safety systems the insurance or networks
disregard that estimating system and develop a price all of
their own. And I think this is w hat's responsible for
really lowering the qual'ty of repair that's being performed
in Nebraska and leaving a lot of claimants not receiving the
coverage that wa s pr omised in t he policy. Ste ering is
everyone's problem and i f n ot ad dressed, the p roblems
heretofore documented in glass are going to spread to other
areas i n c l u d i n g co l l i s i on r ep a i r a nd ot he r home ow n er
p ol i c i e s . .he Legislature and the law requires motorists to
have insurance and I think that if you' re going to do that
then the Legislature and the laws of Nebraska o ught to be
sure that claimants are protected and receiving the coverage
t hat wa s p r o m i se d i n t he po l i cy . Than k y ou .
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SENATOR MINES : Than k yo u . Q uestions ? Co m mi t t e e h a v e
questions? Thank you for your testimony.

NORBERT ZAENGLEIN: Okay. Thank you,

SENATOR MINES: (Exhibit I) Let's see, for those of you...we
have...I' ll tell you what, it's 10 after 3 by the clock on
t he wa l l . We ' l l go t o 3 o ' c l o ck wi t h pr o po n e n t s o f t he
bill. Ple ase remember that you' re using time for people
b ehind you. Those of you that j ust w ant to sh o w your
support., not necessarily testify, I'm going to ask Jeff to
pass around our committee form so you can fill in your name
and your support or op position to the bill. Welcome.
Please state your name and spell it for us.

MARK RIZZI: Good afternoon. My name is Mar k Ri zzi,
spel l i n g R- i - z- z - i . I own and oper a t e ACR G la ss i n
Alliance, Nebraska. I also do industry research and
analysis for two different trade associations, have been
featured and h ave wr itten for s everal different tr ade
publications over the l ast several years. I hav e for
several years and continue to host seminars nationally on
auto glass installation and on repairing damage caused by
poor previous windshield installations and was c onsulted
in-depth by AB C's 20/20 prior to their airing of a segment
on improper windshield installations. I have received the
Independent Glass Association's national special achievement
award for my efforts, an award that has not existed before
and has not been given again since. I feel I can state that
I am an industry expert and that I can comment on is sues
t ak in g p l ac e n ot j u st i n Neb r a s ka bu t a l so na t i on a l l y .
Thirteen years ago here in the Legislature Nebraska's
current consumer choice law was pa s sed. That l aw was
intended to satisfy a single purpose, to protect consumers'
right to c hoose and to st op them from being direct.ed to
specific repair facilities. It was intended to ensure that
consumers had a choice to an open and fair marketplace for
motor vehicle repair. Nebraska entered into the r a nks of
37 other states that have passed similar consumer choice
ant i - s t e e r i n g l eg i s l a t i on . Th i r t een ye a r s ha ve sho w n t ha t
t hi s l aw h as bee n i ne f f ect i ve a nd i t s bo un d a r i e s o f mut u a l
good faith have been and are r epeatedly being abused.
Consumer steering is a problem nationwide and is the top
topic of discussion at many industry association convention
seminars, industry legislative efforts, trade publications,
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and Internet discussion boards. It 's not a small problem
and it's not going to go away by itself. All other states
are experiencing similar difficulties. Many have passed new
laws. In fact, LB 73 is worded exactly as the law that was
passed in California two years ago. We support this wording
to show that w e are willing to compromise right from the
beginning and skips directly to a law that has been already
put into the books after compromise. Thirteen years after
having first addressed this issue in the Legislature we need
to strengthen the consumer choice law that's on the b ooks.
You' re about to hear from proponents and opponents that are
going to tell you some why this change is necessary. I 'm
going to s kip over some of those things and let them speak
for themselves on some parts here, I'm going to skip a fe w
things, but you' re also going to hear from some opponents
that tell you change isn't necessary. In weig hing these
i ssues , I ' d l i ke y ou t o kee p a f ew t h i n g s i n mi n d . Ag ai n ,
LB 73 is exact wording passed in California, a state that is
much higher regulated in both in surance and au tomotive
repair than Nebraska. LB 73 is the middle ground they
reached with the exception of not having any of t he stiff
penalties of the California law. LB 73 contains the wording
that was the c ompromise reached in the state, again much
higher regulated on both insurance and motor vehicle repair.
Nothing in this law prohibits insurers from pursuing
discounting programs or f rom p ursuing investigation of
f raudul en t c l a i m s. I n f a ct , I b el i ev e t he st a t e f u nd s a n
anti-fraud division for t h e insurers to utilize. We wish
there was a place where we could report insurer abuses of
consumers. Mr . Zaenglein touched on that. We don't have
any ou t l e t . Not h i ng i n t h i s l a w i nh i b i t s i n su r e r s ' f r e e
speech. LB 73 simply stat.es that insurers inform consumers
that they have the right to choose. If insurers don't want
to be marketed, which is exactly what's happening, when they
call to report their loss they don't have to be. Just like
they did with the telemarketers reflecting recent national
attention and ne w laws on telemarketing, consumers should
not have to be marketed if they call to report t heir loss
unless they wish to be. If the consumer has already chosen
a repairer they shouldn't have t o de a l with ma rketing
attempts that are d esigned and d isguised as part of the
claims or c laims reporting process. I nsurers are free to
market their programs outside of the claims process which is
how every other business markets their consumers. No
business outside of these insurer programs gets a red flag
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of a c onsumer with intent to purchase. T h e insurers and
networks should not have this unfair competitive advantage,
nor should they be able to sell th emselves to consumers
under the disguise of b eing a claims handling entity, or
confuse consumers w i t h l i mi t e d r a t h e r t h an f u l l d i s cl o sur e
about cove r a g e b ene f i t s i n t h e i n su r a n c e p ol i cy . At t o r ney
General Eliot Spitzer of New York's investigation into t he
insurance industry has brought widespread attention to the
practices of steering consumers based on dollars rather than
on the consumers' best interests. We now have a system in
place that does nothing to protect consumers, insure proper
repairs, or validate that. insurer programs are d elivering
q ual i t y t o co n s umers t h a t n o t o n l y he l p ke e p r a t e s d o wn , b u t
ensure s t h at c on sume r s a re r e ce i v i ng t he f u l l
indemnification that they' ve paid for in the in surance
p ol i c y . L B 73 l ev e l s t he p l ay i n g f i e l d and p r o mote s h e a l t h y
competition based on the levels of quality, price, customer
service, and consumer satisfaction that is alive and well in
e very other industry in t h e nation that d oes n ot ha ve
insurer influence. Healthy competition weeds out businesses
unable to p rovide quality services at competitive prices.
Right now none of the normal economic checks and b alances
are in place and consumers are suffering because of it.
LB 73 is a step to replace accountability to th e consumer
where it belongs. We h ave a photo and video database of
nearly 250 vehicles with dang erously p oo r windshield
replacements from our area compiled in only a four-year time
span. I f any system were in place to monitor quality, it
would not be possible for this many cars to h ave slipped
t.hrough the cracks. The failure of catching that many cars
attests to the dramatic failure of th e current system.
Nothing in LB 73 should cause insurance rates to rise.
There is simply no evidence to back up this threat. This is
about an open marketplace to co nsumers where competition
should thrive as it doe s in any other industry. Ope n
competition for consumers is at the hea rt of competitive
bus>ness principles. No entity should have an unfair market
advantage by being able to steer consumers especially when
quality of repairs isn't being verified. It is simp ly
economically silly to s uggest that more open competition
among providers will raise prices. It makes no sen se.
Ironically, I ca n provide you w ith occurrences where we
assured the consumer and ensure that we were b elow the
insurer's approved pricing only t o fi n d t he steering
attempts escalate. In last year's session of this committee
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you heard three different people testify in o pposition to
t hi s bi l l , an i nsur er r ep r es e n t a t i v e , a c l a i m s h a n d l i n g
company representative, and a spokesperson for a n at ional
glass company. An insurer gave an opposing reason including
the price of po stage stamp to send the written notice but
failed to admit that the current law already requires them
to notify the consumers in writing of the handling of their
claims. One claims processing company representative said
the proposed legislation was redundant because they were
already obeying it. What he failed to mention was that i f
this was true passage of this law would give them an
incredible competitive advantage over the other claims
management companies that do not already obey the intent of
this law. O n e gl ass company cited their practices of
training installers with the latest and best installation
methods and procedures, a very good thing, but this h as
n othing t o do wi t h LB 73 . Al l t hr ee c i t ed o n e u n i v e r s a l
statement that price does not affect quality. I sat. in near
total disbelief at this statement because in no normal
economic situation could this possibly be true unless you
tilt the system and remove the verification of quality from
the equation. Again, I have personally documented nearly
2 S0 vehi c l e s w i t h d a n g e r o u s l y p o o r w i n d s h i e l d i n st a l l a t i on s
and o n ly f r om a s m a l l seg ment o f t h e st a t e i n m y g eo g r a p h i c
area. My cont. acts around the nation through the seminars I
host and the classes I teach tell me these are not isolated
cases. LB 73 places the quality veri fication back into the
economic formula, but again should not cause rates to rise
because insurers will benefit from reduced exposure risk
caused by poorly repaired consumers' vehicle safety systems.
The co nsumer benefits from LB 73 b y cr eating healthy
competition in an open marketplace that is based on t he
right to choose. The insurer benefits from competition that
is driven by quality, price, customer service, and customer
satisfaction. Senator Louden, we have nearly 30 consumers
that are willing to r ecount their experiences over the
issues that LB 73 addresses. It proved to be logistically
j.mpossible to get them all or even a few of them to Lincoln
t oday w i t h o n l y a wee k ' s no t i ce o f t h i s he ar i n g . Al l b u t a
f ew w e re u nwi l l i ng t o f i l e comp l a i nt s wi t h t he Ne b r a s k a
D epartment of Insurance when handed the complaint form b u t
had no he sitation about. speaking to you. Others were
unwi l l i ng t o p ur s u e a n y c o mpl a i n t m e d i u m ev en t ho u gh t h ey
f ul l y r ea l i ze d t hey h ad v a l i d comp l a i nt s . So me st a t e d
clearly that they feared repercussions from insurers as the
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reason.

SENATOR MINES: Mark, are you about done?

MARK RIZZI: Yes , I am. This alone should alert us to the
magnitude of the existing problem. It's time to put choice
back where it belongs, back into the hands of the consumer,
b ack where the current law was intended to keep it. I urg e
you to pa s s LB 7 3 and res tore t rue co mpetition to the
marketplace and allow Nebraskans to ch oose where to get
thei r v e h ic l e s r epa i r e d .

SENATOR MINES: Tha n k y ou .

MARK RIZZI: My apologies, Senator Mines, for exceeding the
three-minute limit but I traveled an awful long ways to b e
here an d I ' v e . . .

SENATOR MINES: An d I . ..

MARK RI Z Z I :
t h i s .

SENATOR MINES: . . . I g a v e y o u d e f e r e n ce . L as t ye ar yo u
provi ded g r e a t i n f o r m a t i o n a n d y o u h av e d r i v e n a n a w f u l l o ng
way so I kept that in mind. Members of the committee, do
y ou have q u e s t i o n s ? Sena t o r Lou d e n .

SENATOR LOUDEN: Yeah. I want to thank you for coming that
far, Mark, and, yeah, I realize there's a lot of people out
t here t h a t w o u l d t e st i f y a n d d o n ' t kn o w how t o g o ab o ut i t
mostly because they probably don't know the process. But I
want you to assure them that my phone is always working and
so is m y e-mail and any tame they want to call me, why, it
will be a privat.e matter and it will not be discussed with
any insurance agencies unless they so desire. But anyway, I
want. to thank you a gain for coming out here because I' ve
known you f o r ab o u t a l l yo ur l i f e so I know w h a t you ' re a l l
about when it comes to glass and that sort of thing.

S ENATOR MINES: I want t o t han k y o u f or not br i ng i ng t he m ,
too (laughter). A ny other questions for Mark? Senator
R edfie l d .

SENATOR REDFIELD: Mr . Ri zz i , I ' m l o ok i n g i n t he b i l l f or

. got a l o t o f da t a t o g i ve y o u t ha t , b ey o n d
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t he language that you referred to about marketers and I ' m
assuming t ha t i t. i s con t a i n ed i n t h e f ac t o n p age 3,
subsection 3 says that once someone has made the choice the
insurer shall not re commend that th e cl aimant select a
different automotive repair shop?

MARK RIZZI: Correct.

SENATOR REDFIELD: Is that the only language?

MARK RIZZI: That and the written notification of the right
t o c h o o s e .

SENATOR REDFIELD: Bu t t h at wou l d n ' t a ct ua l l y pr ev e n t t hem
from get t i n g ca l l s o n t he p h o ne o r t h er e ' s no p e n a l t y f o r a
telemarketer or anyone else that might call them.

MARK RIZZI: Well, th ey' re not cold calling. T h e only
marketing that's being done is when the consumer calls in to
report their claim. They don't have to telemarket consumers
b ecause they immediately know when the c onsumer has a n
intent to purchase,

SENATOR REDFIELD: How would we verify that that phone call
that they received was actually coming from the insurer?

MARK RIZZI : No , t he i n su r e d i s c al l i ng i nt o t h e i nsu r e r t o
report their claim. At that point is when they' re being
marketed. Sometimes the people answer the phone aren't even
the insurance company, but they answer the p hone a s the
i nsure r .

SENATOR REDFIELD: But this is after the claimant has chosen
an automotive repair shop so fi rst I call my insurance
c ompany, . . .

MARK RIZZI: Right, they give you...

SENATOR REDFIELD: ...I report an accident...

MARK RIZZI: ...then they give you a 1-800 number to call.

SENATOR REDFIELD: ...and so I may not have e ven se lected
anyone.
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MARK RIZZI : Tr u e .

SENATOR REDFIELD: By the time I do select one then you' re
concerned about them getting phone calls, letters, notices,
marketing efforts to get them to change their mind?

MARK RIZZI: The y' re getting those phone calls, marketing
effo r t s t . o c h a nge t h e i r mi nd wh i l e t h ey ' re f i l i ng t he i r
claim. They' re being put...they' re insinuating heavily that
it is part of the conditions of their insurance policy that
they go to the member shops in the system...

SENATOR REDFIELD: Bu t it' s...

MARK RIZZI: ...long before price is ever considered.

SENATOR REDFIELD: B ut i t ' s a f t e r t h ey ha v e c h o se n t h e i r . . . I
mean, I'm just saying the wording here only protects them
after they have selected another repair shop.

MARK RIZZI: Correct.

SENATOR REDFIELD: Ok a y .

MARK RIZZI: Correct. Because if they haven't chosen then,
and they wan t s u g g e s t i o n s , t h e y ' r e f r ee t o g i v e i t t o t hem.

Then on page 6 we' re striking a wh ole
added to the un fair claims settlement
Insurance Claims Settlement Practices

SENATOR REDFIELD:
sect.ion t.hat was
practices (Unfair
A ct) . . .

MARK RIZZI : I n 1 992 .

S ENATOR REDFIELD: . . . and i t ac t ua l l y t ake s o ut t he l an gu a g e
on like kind and quality. Is that really the issue, how to
guarantee l i ke k i nd a n d q u a l i t y ?

MARK RIZZI : I t wou l d be ni ce i f som e o n e .. . n o b o d y ' s ac t ua l l y
checking right now. You can have a host of things that are
installed in a customer's car. There's a host of windshield
manufacturers out there that all follow and meet to what are
called the f ederal Motor Vehicle Safety Standards. These
are somewhere between a 30- and 35-year-old standard that
was a l l wr i t t en be f o r e we ev er had wi n d s h i e l d s i ns t a l l ed
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structurally, helping to s upport the roof, he lping to
actually...not helping but holding airbags on passenger side
airbags and the windshields are the ba ckboard for the
passenger side airbag. When the aftermarket people make
these wi ndshields th ey a r e held t o th a t 35 -year-old
standard. The trouble is , th e c ar manufacturers are
exceeding that s tandard by leaps and bounds. We need to
worry about what the car manufacturers are doing and follow
their standards and t hese a ftermarket parts and a lot of
these cheaper windshields that are being put in, we have no
crash testing to support that they' re equal, No one does.

SENATOR REDFIELD: So we ' d b e t ak i ng o ut t he l i k e k i nd and
quality language and we would b e replacing it wi th th e
language on p age 2 which says that they would cause the
damaged vehicle to be restored to its condition prior to the
loss so they would have no option but the OE M eq uipment,
c orre c t ?

MARK RIZZI: Not necessarily.

SENATOR REDFIELD: Would that.

MARK RIZZI: Som etimes in many cases the consumer and many
of my customers have accepted what we call a B-brand
windshield. I also fee l there are C and D brands. Some
consumers accept those lower prices. Many times t he
consumers accept them in order to save the insurance company
a buck because they admit it's an older vehicle.

SENATOR REDFIELD: And I' ve had older vehicles my children
have d r i v e n . . .

MARK RIZZI: Um-hum.

.and there was a reason to do that.S ENATOR REDFIELD :

MARK RIZZI : Su r e .

SENATOR REDFIELD: Bu t I ' m wo nd e r i ng i f t h i s l ang ua ge wou l d
prevent that because if we' re saying they have to restore it
to its condition prior to the loss...

MARK RIZZI : I be l i ev e m os t p o l i c i e s s a y t ha t a l r ea dy ,
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S ENATOR R E D F I E L D :
l ocked i n t o a n O E M?

MARK RIZZI: Well, it dep ends o n what's i n th e car
orig i n a l l y . I f t he ca r has a n or i g i n a l e qu i p ment on e i n i t ,
yes, I sup p ose yo u wo u l d . . .

SENATOR REDFIELD: So the consumer would not have the option
o f p u t t i ng t h e l owe r - pr i ced . . .

MARK RIZZI: No, the consumer can do anything to his car he
wants. The insurer doesn't have the right to tell the
consumer how to fix their car. The consumer can do anything
they want as far as what they want put in.

SENATOR REDFIELD: But our language here...

MARK RIZZI: It just says they can't settle the claim based
o n someth i n g .

SENATOR REDFIELD: The language here wouldn't give them that
choice. It says, we will cause the damaged vehicle to be
restored to that condition so I mean there...

MARK RIZZI: If they suggest what shop to use, yes.

SENATOR REDFIELD:
t o end up . Okay .

MARK RIZZI: Yeah , if the consumer bas ically...if the
consumer accepts the choice...the suggestion of the insurer
on wh er e t o g o t hen t h ey sho u l d a l so b e d i s cl os i n g t he
discount agreements they have there, but at that p oint if
they suggest to the consumer where to go to get their car
repaired because this is the member shop, then yes, the
insurer should cause the vehicle to be put back to pre-loss
condition because they' ve obviously entered into the pricing
game. They should bear some of the liability, but that goes
right along with laws we already have on the books which is
4 4-1540 sub p a r a g r ap h 1 5 .

SENATOR REDFIELD: But if we' re going to give the consumer
choice and I believe that they should. There are times when
I want OEM; there are times when I don' t.

. then , i n f ac t , wou l d hey no t be

. : 'm j u s t w o nder i n g where yo u wa nt i t
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MARK RIZZI : Ri gh t .

SENATOR REDFIELD: And if I'm going to use someone that' s
not recommended by the insurer then I would like to make a
choice a nd i f I do use so meone re c ommended, I wo u ld s t i l l
like to make the choice...

MARK RIZZI : Ri gh t .

SENATOR REDFIELD: ...and I think we would have to adapt
this language some way so that they would still have a
choice. I don't think they would under this language.

MARK RIZZI : I t h i nk t h e con s u mer s t i l l has t he f u l l cho i ce
on there to what repairs are done to their car. I think the
only l ang u ag e and on l y cho i ce t h at t ha t l i mi t s i s t he
insurers to use the cheaper parts when they d on't have
anything to base the difference on.

SENATOR REDFIELD: W el l , we c ou l d f i x t h at . Thank yo u .

SENATOR MINES: Mark, before you leave, the real point that
I see i n t hi s i s on pa g e 3 ( b ) , sa y s i f t he cl a i m a nt , so i f
the claimant elects to have the motor vehicle repaired, so I
need a windshield, I elect to have the windshield repaired
at the automotive repair shop of my choice; let's just say
it's your shop, but the insurance company says no, you need
to go to Senator Pahls' shop to get it fixed because we' ve
got an a greement and we know what it's going to pay. You
could also have that agreement. Is that correct?

MARK RIZZI : Ye s .

SENATOR MINES: You fix it for the same price.

MARK RIZZI : Ye s .

SENATOR MINES: And I say, no, I don't want to go there. I
want to g o to Mark's shop and you' re $10 higher and the
insurance company says, Mark, we' ll pay you exactly what we
pay everybody else and then Mick, you' re going to have to
make up that difference. Is that kind of the way it wor ks
now?

MARK RIZZI: Yes . Only some times we could actually be
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l ess .

S ENATOR MINES: Okay . And what thi s is say ing a n d
what. . . w e l l , l et ' s j us t say i t ' s mo r e .

MARK RIZZI: Okay.

SENATOR MINES: And what this says is, Mick, you can get it
fixed but the insurance company must now pay Mark whatever
you decide to charge, that $1 0 more a n d that's a t my
direction, not the insurance company's direction. Is that a
fair statement?

M ARK RIZZI : No , I don ' t t h i n k so . Bas i ca l l y , i f you ' r e
comparing apples to apples there's nothing wrong with the
system. But if you' re comparing, you know, what you' re
getting at one shop as the same as what you' re getting in
the other that's fine. But if...

SENATOR MINES: I'm just saying...

MARK RIZZI: ...if it's $10 difference.

S ENATOR M I N E S : ...all things being equal, Mark, Senator
Pahls' shop, your shop putting in the same glass. Sena tor
Pahls agrees with the insurance company that they' ll replace
i t f o r $4 00 .

MARK RIZZI: U m -hum.

SENATOR MINES: You ' re going to charge $410, but I want to
go to y o u b e c ause y ou ' re a g o o d gu y an d I kn o w yo u do go od
work.

MARK RIZZI: Okay, okay.

SENATOR MINES: This tells me and tells the insurance
company that they must pay $110 (sic: $410) to you because I
choose to go to you? That's what this tells me. And I have
a problem with that.

MARK RIZZI : I don ' t . . .

S ENATOR MINES: If in fact t h at's w hat it 's sa ying an d
that's to me what it says. So all things aren't necessarily
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equal .

MAPK RIZZI: I 'd have to check back and see how that' s
exactly worded but...and I guess I understand where y ou' re
going . N o, t he r e i s no l i cen s e t o k i l l i n her e . They st i l l
have the r ight to go back and look but it would force them
t o t ak e a l oo k a t wh a t ' s b ei ng i nc l ud ed i n t he b i d and
what's being done to the customer's car. You know, I can be
underbid on n umerous occasions by that $10, but somebody' s
putting in a windshield that cost half as much as the OEM...

SENATOR MINES: That's not my concern.

M ARK RIZZI : Who ' s che c k i n g ?

SENATOR MINES: I ' m. . . we l l , I t h i nk I k n ow . . .

MARK RIZZI: Well, depending...yes, it is because if they' re
the same price they have to find out what's being done.

SENATOR MINES: ...what this is saying. You ' re comparing
e quipment and I ' m j u s t co mpar i n g r e p a i r . I do n ' t kno w g l a s s
f rom gl a s s . . .

MARK RIZZI: Neither does the consumer.

S ENATOR M I N E S : . . . f r a n k l y do e sn ' t . . . I ' v e h a d w in d s h i e l d s
put xn, doesn't bother me.

MARK RIZZI: Um-hum.

SENATOR MINES: I don't know what's being put i n, assume
it's good stuff.

MARK RI ZZI: Um-hum.

SENATOR MINES: But if Senator Pahls and you have the same,
a l l t h i n g s b e i n g e q u a l , w h y s h o u l d t he i n su r a nc e c o mpany h
forced to pay you a higher rate than it would someone else
that would do the same thing? And if that can be fix ed,
that's a different...doesn't matter.

MARK RIZZI : T r a i n i ng . Okay . Oh , i t doe s .

SENATOR MINES : A dea l ' s a d ea l . I me an , he ' s cer t i f i ed ,
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you' re certified, the world is certified.

MARK RIZZI : We l l , i f you pu t eve r y t h i n g o n a n e q u a l ba s i s
then I would agree to an open market survey like was done in
Minnesota. That has never been done.

SENATOR MINES: Okay, thank you.

MARK RIZZI : So .

SENATOR MINES: Thank you. Other questions? Okay , fo lks,
we' re 30 minutes away. Let ' s...and you testify and I' ll
keep track of the time. Thank you.

PATRICIA HANCOCK: I 'm Pat ricia H ancock, P -a-t-r-i-c-i-a
H -a-n-c - o - c - k . And m y h u s b and and I o w n B o b ' s B ody Shop i n
Grand Island, Nebraska, and I'm also here as a co nsumer.
And I'd like everybody to please bear with me. I had an
u nfortunate accident on F r iday and m y tongue and th e
retainer that I have are not programmed together for my
correct speech. So I have written my presentation and hope
my t o n gu e and eve r y t h i n g w i l l wor k t o get h e r un t i l I l ea r n
how to use my mechanism (laugh). Pass ing o f LB 73 is
extremely important for Nebraska consumers because this law
would allow consumers to exercise their American freedom and
r ight of choice. Presently, the consumer has little or n o
choice concerning the repair of their damaged vehicle, As
soon as the consumer reports their accident the agent, call
center, network or adjuster forces, coerces, or compels the
claimant to use the insurance company's preferred shop. Bob
a nd I c hose not t o sign c ontractual agreements with
insurance companies because Bob's Body Shop's mission is to
perform proper repairs and to restore our customer's vehicle
to pre-accident condition using methods and standards that
are higher than those often settled for by the insurers.
Since ou r co l l i s i on r epa i r sh o p i s n ot xn con t r a c t wi t h a ny
insurance company our shop and our customers experience many
of the misleading statements which create doubt and fear in
the consumer if they were to select a facility not on their
insurance company's list. Bob's Body Shop's customers have
been suggested to misleading statements by their insurance
representatives. Now these are some of the statements and
when I use the word "our" here, I'm not making reference to
our shop. I 'm mak ing reference to w hat the insurance
company is saying as the preferred shop. These are exactly
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some statements that h ave b een told to our customers.
"Selecting one of our preferred shops guarantees rental car
coverage . " "Our shop, again the p referred shop, offers
warranties, we don't know if your shop does." "Our s hop i s
the only one certified." " You can select that s hop but
that's why y our premiums are high." " We can s t a r t wor k
i mmediate l y i f you c h o ose one o f o u r sh o p s . " "You' l l have
less hassle and paperwork if you use our shop." " I f m o r e
damage is uncovered during repairs or a supplement is needed
a nd you use a shop other than our shop you w on't pay f o r
additionals." These are sta tements that are being used.
Such misleading statements create fear and doubt and cause
the customer to wo nder i f they will have to pay higher
premiums or pay higher repair costs if they use a shop that
is not on the insurer's list. Once these fear factors are
suggested, the consumer no longer feels confident about
selecting a re pair fa ility that is not on the insurance
company list. We have a perfect incident to exemplify the
severity of this. A medical doctor's 16-year-old was in an
accident after school. By the owner's request, this vehicle
was towed to our repair facility and we were told to repair
the vehicle. Som etime after the accident and prior to the
n ext morning, the doctor reported the a ccident to hi s
insurance co mpany. The fol lowing morning the d octor
contacted us and told us he was having his vehicle removed
from our shop to another shop. After Bob uncovered
addi t i o na l i n f or ma t i o n, h i s i n sur a nce company's
representative had recommended another shop. And since his
1 6-year-old daughter had hit a boy on a b ic ycle, he wa s
concerned about his coverage on the accident if he selected
t o use a s hop o ther than the on e re commended by hi s
insurance company. By passing LB 73, the insurance company
representative's values are n o lo nger imposed on the
consumer. If LB 73 is not passed, the consumer will not
have any choices The glass repair industry exemplifies
this. with t h e d evelopment of a major glass network,
steering work to a few select preferred glass repair
facilities other repu able glass repair facilities lost
customers and were forced to liq uidate their businesses.
The w ri t i ng i s o n t he wal l . Th i s e l i mi n at i o n o f r epu t ab l e
c ollision repair facilities is in the early stages o f
l i qu i d a t i n g . For examp l e , ou r f ac i l i t y ' s gr owt h fo r ov er
35 years ha s moved f r o m o ve r a mi l l i o n do l l a r s o f gr o ss
sales a ye ar t o h a l f a mi l l i on do l l ar s w or t h o f gr o ss sa l es
a year just in these past five years. We' ve also gone from
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sixteen full-time employees to six part-time employees. If
consumers were f ree from fear in selecting their collision
repair facility, our gross sales would be hi gher, our
facility would be av ailable as a choice, and we would be
able to compete fairly and competitively in the marketplace.
A nother example where freedom of choice has been l ost i s
selecting a re ntal car company. In the past, our facility
had rental car vehicles available for our customers. Now we
no longer provide this service to our customers because one
rental car company has c ontracts with all of the major
insurance companies. The consumer no longer has a choice of
rental car companies. Another downfall for the consumer of
L B. . .

SENATOR MINES: Pat, would you please wrap up?

PATRICIA HANCOCK: ...yes, I'm almost there, has not passed
is the safety of the vehicle after repairs are performed by
the insurance company's preferred collision repair facility.
Again, Mark Rizzi has examples in terms of the safety. It' s
only a ma tter of time b efore improper repairs can be
documented in the collision repair industry. Th ere i s no
way safely rep aired vehicles can b e obtained at an
unreasonably depressed prices. All the insurance company's
savings accomplish is eliminating the number of businesses
and the number of choices a con sumer has. LB 73 is
detrimental in keeping the number of fairly and competitive
col l i s i on r epa i r f ac i l i t i es ava i l a bl e f o r Neb r ask a
consumers. Please support LB 73 and let Nebraska consumers
decide without pressure, fear, or guilt from their insurance
company's representative who will repair their damaged
vehic l e .

SENATOR MINES: Thank you, Pat. Are there questions? Thank
you. Please l isten to the testifiers before you. We' re
starting to get a little repetitive and please come forward,
state your name and spell it, please.

LYNETTE HARTMAN: My name is Lynette Hartman, L-y-n-e-t-t-e
H -a-r - t - m - a - n. I will be exceeding the three minutes but
I' ve got four people that have agreed to give up their time
and I ' m on l y g o i n g t o b e g o in g . . .

SENATOR MINES: Good move.
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LYNETTE H A RTMAN:
double .

SENATOR MINES: Good move.

LYNETTE HARTMAN: First of all, t he co ncern that. you
expressed to Mark Rizzi, this is not any different from any
o the r i ns ur an ce po l i cy . L ike k i nd and q ua l i t y wa s
o r i g i n a l l y des i g n e d i n an i n sur a nc e p o l i cy i f t h e or i g i na l
equipment was not available. It really was not designed to
be able to tell them that you can change brands at any time
o n a n y thi n g . Th at ' s not whe r e i t c am e i n f r om. Th i s i s
just putting it back into ..you might have to do a lit tle
bit of investigation, but this is where every insurance
policy is. My name is Lynette Hartman and I have c ome to
discuss t h i s b i l l f r om man y p o in t s of v i ew. For ye ar s I
have administered claims for an insurance company. I have
submitted bills for claims for glass shops, body shops, and
car dealers. I 'm an insurance consultant and pu blic
adjuster aiding insureds with their claims and a woman whose
own son has been steered. Last year I came to the hearing
for LB 849. I came to listen totally unprepared to testify,
but due to my unique experiences many people requested I
speak. I tes tified that small shops in small towns across
the state need the support of t his b ill, This hasn' t
changed. Dozens o f s mall repair shops have closed t,heir
doors in the past year and more are expected this year.
Although as a leg islative body you are greatly concerned
with the survival of every small industry in this state and
the continuation of the local businesses that constitute the
main streets of the small towns across the state, I realize
that your greatest concerns must be for all the constituents
that make up the population of this state. I ' m sure y our
actual questions are, will this law place an unnecessary
burden upon the insurance industry? Would this law increase
the cost of insurance? Would this law cause businesses to
leave the st.ate? Are Nebraskans being injured by the
current situation? An d, is thi s l aw really necessary?
First, w ill this law place an u nnecessary burden on
insurance companies? I know fro m my own exper ience
adminis t e r i n g cl a i ms f or t h e i nsu r an c e i n d u s t r y j u s t how
easy it is to have a com puter automatically generate a
postcard any time a CSR checks a box and says, recommended a
repair shop. At least 38 states have some type of steering
l aw and as Senator Aguilar testified last year a bout t e n

( laugh) I ' m onl y go i n g t o b e g o in g
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have a law comparable to this one. Most insurance companies
should already have in place a program in place for dealing
with this law in other states. Last year Senator Redfield
wondered if t h e mailed n otice would arrive too late and,
therefore, be worthless. This is still a st ate where
tremendous amounts o f information is shared at the coffee
shop, at work, at school events, et cetera. Currently,
people are s haring the word that, did you know our local
repair shop isn't approved by my insurance company? And not
realizing that in many cases they are talking to a glass
s hop, i de nt i f y i ng t h em s e l v e s a s t he i r v er y ow n i n su r a n c e
company they said if I u s e our local shop they can' t
warranty the w o rk . Insur eds r eceiving the information
required by this law will share it with others, spreading
words of t heir rights and the follow-up card will prevent
ove enthusiastic CSRs from verbally steering since they
know t h e i nsu r ed wi l l be r ec e i v i ng a wr i t t e n no t i ce o f
information that could cause an insurance complaint to be
filed. Would this law increase the cost of insurance? Last
year Dan N ordgren of State Farm testified that the average
individual has a claim every eight to ten years. Generating
a 23-cent postcard to a portion of the insureds every eight
to ten years should have no effect on the cost of insurance.
Nothing in this law a llows repair shops to overcharge.
Mr. Nordgren also stated that State Farm bel ieves in the
fair and open competition this law encourages. Mr. Nordgren
stated that State Farm does not direct price and doesn't ask
for cost concessions from any s hop . If th e insurance
companies are currently paying the fair and reasonable
prices required by t heir policies this law should have
l i t t l e i mp ac t o n a p e r c l a i m c os t . Wou l d t h i s l aw cau se
insurance businesses to le ave the state? If an insurance
business is not prepared to do business in an open claims
model that allows consumers free access to a ll of our
taxpaying locally-owned repair businesses perhaps we should
let them leave. But the reality is, that the public records
show insurance companies in recent years to be making high
profits, and that is highly unlikely. Are Nebraskans being
injured by t he current situation? Last year every person
opposing this law made the same statement. Choice does not
necessitate qua lity and cost does n o t drive q u ality.
Although the highest priced product is no t al ways the
highest quality it is often wise to continually strive to
find the cheapest deal, especially when dealing with safety
equipment. The windshield is a n integral part of the
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automobile safety system, providing up to 60 percent of roof
support, holding the roof up in an accidental rollover, and
providing a backboard for your airbag as you' ve heard
several times today. If the windshield fails in an accident
your airbag may be useless. Passengers can fly out, either
through the open windshield area or the side, when without
the support of the windshield the A pillar collapses and
pops the door open. Last year 6,825 people flew out of
their automobiles that way. Even m ore people suffered
severe head injuries and death from roof collapse. Yet
despite how important the glass is in protecting your safety
in an accident, current insurance protocol seeks to look for
the cheapest price without considering differences in parts
or i nstallation methods. T he def ense of this is al l
materials meet DO T standards but the Department of
Transportation Standards are a 30-year-old government
minimum standard. Both a mobile home and a stick-built home
meet government minimum standards for housing. But the
mobile home is acknowledged to provide little protection in
case of a tornado. A ccording to the 2000 U.S. census the
average income for a glass repairman was $29,644.54. Since
then, according to Bud Oliver, director of production
operations at NAGS, the suggested list price of the 800 most
commonly-used pieces of autoglass have risen less than
5 percent. The wholesale price has remained flat yet during
this time period the discounts required by insurance
companies has dropped from 10 percent over list to allow for
labor to 5 0 p e r c e nt o f f of l i st . The onl y wa y anyo ne can
continue to do this work is by cutting material quality and
taking installation shortcuts, George Morrison, the former
vice president of claims at Nebraska Farm Bureau years ago
told me, just get the glass claims fixed quickly and get
t hem done r i g h t . I ' v e pa i d e n ti r e l y t oo many l i a b il i t y an d
bodily i nj u r y cl a i m s because i t j us t wasn ' t hand l e d r i ght
the first time. Is this law necessary7 Last year Paul
McFarland of LYNX Services stated that their model had no
incentive to steer because state LYNX Services doesn' t
repair or replace glass. LYNX Services is owned by a glass
manufacturer and charges various fee levels for different
types of membership. Even if LYNX Services is able to
resist the temptation to steer jobs to shops based on who
has paid the largest membership fee or who purchases the
most glass from them, they are not the only network in the
industry nor do they represent all insurance companies.
Other networks owned by retail glass shops have an even
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greater incentive to steer. Body shops have experienced
less steering to date, but they are here today because they
have noticed a continuing increase in the problem and ar e
concerned about ending up where the glass industry is now.
On December 17, 2004, the St. Louis Post-Dis atch stated:
"Though a multibillion dollar business the collision repair
industry remains competitive and highly fragmented. With
35,200 firms involved in the auto body repaint and interior
and maintenance business in 2002, the top f our firms
represented only 2.5 percent of total revenue and the top 50
accounted for only 7.7 percent, according to the most recent
U.S. economic census." By comparison, according to the same
U.S. economic census the 50 largest firms in the automotive
glass replacement business accounted for 46 percent of
sales. L ast year Paul McFarland of LYNX Services that they
had paid claims to 26,000 different repair shops. This
coincides closely with the 2000 U.S. census that registered
26,010 glass repair shops in the United States. B ase d on
these statistics, one i n 520 or one-tenth of 1 percent of
the glass shops control 46 percent of the sales. Ny own
company t r u l y h a d n o i n c e n t i v e t o st ee r . We d i d no t r epa i r ,
replace, ma nufacture or whol esale glass, and re lated
products nor did we have members who had paid various fees.
Without st eering the top 5 0 la rgest glass companies
controlled less than 6 percent of sales. O n e of the mo st
common types of steering is to state that you will lose your
insurer's warranty. Although claimants are told the insurer
will be guaranteeing the repair work the insurer does not
actually guarantee the work. Instead, under these network
arrangements t he shop is required to perform the
work...repair in a workmanlike manner which state common law
requires already irrespective of whether they are ne twork
shops. And it is the shop not t.he insurer who guarantees
the work. T he point, the insurers do not gua rantee the
method of r epairs nor do they guarantee how the work was
performed. And this was reiterated in the 2003 N ebraska
lawsuit of Williams v. Allstate. The 1945 NcCarran-Ferguson
Act provided insurance to be legislated at the state level
unless the state is unwilling or unable to add ress the
i ssue . On Nov em ber 1 6 , 2 004 , Ne w Y o r k A t t or n e y G ener a l
Eliot Spitzer called for fundamental inquiries into the
ethics of an i ndustry that needs to b e fu ndamentally
scrutinized, declaring the i n surance ind ustry to be
f undamenta l l y c or r u p t , an d u r g i ng t h e f ede r a l gov e r n ment t o
t urn the industry upside-down. Unless states pass laws t o
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protect the public and a ctively enforce them the states
could lose their ability.

SENATOR MI NES : Th an k you . Questions? Seeing none, thank
you very much. Next testifier.

MARK BARTAK: Good afternoon, ladies and gentlemen.

SENATOR MINES: Good afternoon.

MARK BARTAK: My name is Mark Bartak, M-a-r-k B-a-r-t-a-k,
a nd I ' m a p r o p o nent o f (LB) 7 3 . I t h i nk we ha v e w h i p pe d t h e
steering thing pretty good. But I'm a small business glass
owner in O' Neill and when my customers talk to their agent
t hey g et f u nne l ed i n t o t h e 1- 800 t h i ng m an y t i m e s o n t he
other end that company or network often pretends to actually
be that insurance company. This third party talks to them.
My customer has to go through a gauntlet of insinuations,
hal f t r u t h s , an d ou t r i gh t l i e s ma l i g n i ng my bu si nes s .
Intimidation and scare t a ctics aren't common, they' re
standard. I put up with some unreal stuff from people who
are completely out of the state and have nothing to do with
my customer and my business. They know nothing about me and
they )ust slam me. No w , the questions that m y customer
undergoes, you know, stuff like does Bartak guarantee his
work, does he have insurance? If you go there, we can' t
guarantee it . You the cust omer will ha ve to pay the
difference, yadda, yadda, yadda, you' ve heard that. Okay .
Not many customers are all that strong-willed to withstand a
barrage o f q ues t i o n s l i ke t h i s an d m an y c a v e i n . A f t er al l ,
you know, they' re walking on eggshells having an insurance
claim anyway and they' re pretty nervous. My customers
should no t ha v e t o de f e n d my b u s i n ess i n or de r t o pa t r oni z e
me. And many of them do. I have a really strong customer
base and a lot of them come to me and say, man, what are you
doing out here? Lik e I'm gust wild and crazy or something
because I'm not conforming exactly to what they want. Now
t hat b e i n g s a i d , you p u t f o r t h an ana l o g y , M r . Ri zz i ' s g l a ss
company, Se nator Pah ls' glass c ompany, there was a
$10 thing. I can only speak for myself, but if it was like
glass and if it was in the same town, I don't think there' s
any g l as s c o mpany . . . I kn o w I w o u ld n ' t mi nd c om p e t i ng l i ke
t ha t . I think th e spirit of LB 7 3 is to put the
distribution of work back to the insured, the customer. Let
them go out and pick the shops that they want. I find it to
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be pretty audacious of insurance companies to say, well, so
and so in Grand Island has $400 glass so you up in O' Neill
must install it for $400. If it's in the same town, or even
close, I think it's fine and in that spirit of competition I
don't think there would be a problem with this bill becoming
law.

SENATOR MINES: Stay there a second. Questions? That's the
most effective testimony so far. Let me ask you this. Hav e
you signed up...I don't understand the process, but do you
sign up with insurance companies? And have you chosen not
to, is that?

MARK BARTAK: Yes, I used to cooperate.

SENATOR MINES: Ye ah .

MARK BARTAK: I tri ed hard. I wa nted my customers to be
able to come to me without a bunch of rigamarole. After
a whi le , t h oug h , t he f ax mach i n e j u st kep t b u zz i n g a n d t h e
third parties just kept saying, hey, we just keep laying out
these prices and he keeps sucking them up.

SENATOR MINES: Um -hum.

MARK BARTAK; A f t e r a wh i l e i t g ot t o t he po i nt wher e I ' m
working for next door to free. And I'm doing stuff for big
city p r i ce s .

SENATOR MINES: Okay.

MARK BARTAK: And I'm a small town cornfield glass company.
You k n ow , I d on ' t h ave t he vo l u me . I t ' s n ot f a i r . And I ' m
competing in effect with no one in my area. I believe
there's a law that says now insurance companies only have to
pay what is fair and reasonable in the area.

A nd t h at cou l d i nc l ud e No r f o l k , Gr a n dS ENATOR M I N E S :
I s l and .

MARK BARTAK: Let's define an area. I say an a rea is the
area that the ac tual insured is willing to go and get
est i ma te s i n . Le t ' s l e t t he i nsu r ed g o g et t he i r e s t i ma t es
in their area. Let 's let them define the area, not the
insurance company saying the area shall be and we once got a
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guy t o p u t t h i s wi nd s h i e l d i n f o r t h i s amou n t o f mo ney
200 miles from you.

SENATOR MINES: Great. Thank you. Any other questions?

SENATOR PAHLS: H o w much c ompet i t i o n do y ou ha v e i n O' N e i l l ?
I mean .

MARK BARTAK: Mor e t h an a l o t o f p eop l e w o u l d t h i n k . A l l
the body shops put in glass and there's a half a dozen
mobil e un i t s i n Nor f o l k and t hey co me up ou t o f Gr and
Island. And there's quite a bit of competition.

SENATOR MINES: Thank you, Mark. Th at was g reat. Next
testifier,

CHRIS HUNKE: I don't have a prepared statement.

SENATOR MINES: Good for you (laughter). Here, here.

CHRIS HUNKE: My name is Chris Hunke, C-h-r-i-s H-u-n-k-e.
I am the owner of Ca rs R Us Auto Body in Om aha. The
s i t u a t i o n wi t h . . . t h e que st i on you had a b ou t be i n g a b l e t o
sign up on programs, Okay. In the Omaha marketplace, with
the exception of State Farm which you can get on a program
of theirs, which I was, bu t t h e costs w ere prohibitive
because I g ot fo ur jobs in six months. The agents didn' t
support the program. The other large insurers there do it
demographically b ased on squar e foo tage, number of
technicians. Bo dy shop A could have 14,000 square feet,
equal no t . He ' l l g et t he pr og r am . He wo n ' t ; t hey ' r e t oo
close. Okay? Their goals, I'm in the unique situation that
I' ve been a technician in a direct repair shop, a service
writer in a dir ect r epair shop, and now a small business
independent shop owner. Okay. If I was not diversified in
doing restorations and street rods and showcars, I would be
one of those numbers that are out of business. Their goals,
and to s eer the business to those particular shops, are to
do 60 percent or more of their business in six businesses to
eight businesses in the entire city of Omaha. The steering
is a dead horse now. The consumer is what we need to focus
on and a t t h e be ginning we s a id, let's focus on the
consumer. Okay. A s a consumer, you go to on e of those
shops. Thos e shops get those consumers, 30 or 40 a month,
from three different companies based on strictly facility,
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the contractual agreement. There's no marketing effort and
there's no basis of reputation. I have to fix every car
like the next one depends on it because it d o es . These
guys, they do a guarantee, but it's repairs done to what' s
acceptable in the marketplace. It's not, hey, I'm proud of
that job. It 's let 's get it out the door, let's get the
n ext one in. If they complain, we' ll fix it. That's th e
consumer part of it. Then, you know, so the agreement is
not the same. I don't have...I have a 4 ,400 square foot
bui l d i n g . I am no t ev e n el i g i b l e t o be c ome a p r o g r am shop .
Even with all...with the exception of State Farm, But e v en
with al l o f t he t r ai n i ng , ex act l y t he s ame amou n t o f
equipment, exactly the same employment costs for wo ker's
comp, taxes, the whole works, it's not a level playing
f i e l d . Oka y? And i t ' s , I ' v e g ot m y ho r r o r st o r i e s abou t
having people taken away from my shop as customers, too. I
mean, I di dn't even get to fix my own daugh ter' s
baby-sitter's car, you know. An d when she had a problem,
s he's went back. They said, oh, that's fine. That 's th e
way it's supposed to be. I told her, tell them Chris Hunke
t old y o u i t ' s no t r i gh t . Th ey f i xe d i t . I d on ' t know .
I' ll just...that's it.

SENATOR MINES: Great job, Chris. Hold on, just a minute.
We may have a q u e s t i o n fo r yo u ( l aug h t e r ) .

CHRIS HUNKE: Oh, any questions?

SENATOR MINES: It's nervous on that side of the tab le,
i sn ' t i t ?

CHRIS HUNKE: This is my first time. I haven't been to the
Capito l bu i l d i ng s i nc e I wa s n i ne ( l aug h t e r ) .

SENATOR MINES: You did great, you did great, Do we have
any questions by the committee? Well, you did a great job.
Thanks fo r co m i n g i n .

CHRIS HUNKE: Another thing, so what happens is you' ve got
t he b i g sh op s , t he b i g f i sh . I t ' s . . . yo u d on ' t h ave s m a l l
town clot. hing stores, you don't have small town shoe stores.
You know, t h e s a me t h i ng i s happ en i n g i n ou r i ndu s t r y .
Okay, what's going to happen? I'm already subject to being
well, we get a discount from these shops. If you' re going
to f i x t he ca r , I wan t t he sa me p a r t s d i sco un t . We l l , I ' m
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not t h e b e n e f i t o f 40 j obs a mo n t h f r om y o u. Don ' t a sk f o r
a discount from me. Okay. What's going to happen? This is
what's going to happen. The consumers are going to all go
t n t h es e b i g sh o p s . The l i t t l e g uy s a re go i n g t o go o ut o f
business. The big body shops are going to...right now the
insurance companies are doing this, free towing, no markup,
free storage, la de da de da. Okay. At some point, the big
shops are going to say, or what? They' re going t.o say or
what, what are you going to do? Take the business away from
us? Where is this business going to go?

SENATOR MINES: I don't know. Mark, thanks for taking the
day off to come here and...

CHRIS HUNKE: It's Chris.

SENATOR MINES: ...or Chris, I'm sorry.

CHRIS HUNKE: Ye ah .

SENATOR MINES: A n d t h e r e st of y ou , t h ank s . Th i s i s r ea l l y
i mportant an d I ap p r e c i a t e y o u r s a c r i f i ces .

CHRIS HUNKE: Any other questions?

SENATOR MINES: Tha n k s , C h ri s . Nex t t e st i f i e r .

TROY LAUGHLIN: Good afternoon, ladies and gentlemen of the
committee. I appreciate you listening to us. As all of us
here today on short notice have taken the time to come here
because it is an important matter to us.

SENATOR MINES: Could you give us your name and sp ell it,
please?

TROY LAUGHLIN: Oh, my name is Troy Laughlin, I'm sorry.

S ENATOR MINES: G r eat .

TROY LAUGHLIN: T-r-o-y L-a-u-g-h-1-i-n. I'm going to make
it short and sweet. If it's all right, Senator, I'd like to
a sk you a q u es t i o n .

S ENATOR MINES: I ' l l ask you t h e qu e s t i o ns ( l aug h t e r ) .
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TROY LAUGHLIN: Okay . We ' l l t u r n i t i nt o a d i f f er e nt
scenar i o .

SENATOR MINES: Give me your statement and then we' ll talk.

TROY LAUGHLIN: Ever ybody's bought tires for their cars,
correct? We know there's a difference between a 70,000-mile
tire and a 20,000-mile tire but they look the same. They
don't cost the s ame though. A n d this is not a matter of
pricing. It's a matter of quality. It 's a mat ter o f a
right fo: the consumer to choose. And that was the question
I was going to ask. There is a difference. We come to you
knowing you are the professionals to help pass the l aws.
You have to rely on u s as professionals in the glass
industry when we tell you there is a difference between a
part. B and a part A. We know a part A will hold that airbag
in when it deploys and save your life or your child's life.
We' re not sure if a part B will do that. Is that $10 worth
i t t o y o u ? I hop e s o . Tha n k y o u .

SENATOR MINES: Questions o f M r. L a u g h l i n? I ' m sor r y , g o
a head. Se n a t o r Lo u d e n .

SENATOR LOUDEN: Thank yo u for c om i ng he re to day an d
testifying, of course. Anymore like, you know, at one time
whenever we needed a new windshield or something why the
insurance companies would tell you, well, go out and get
three different bids from thre e different insurance
companies and then send it to them and they would choose one
or something like that. Does that work today or does that
st i l l hap pen o r ?

TROY LAUGHLIN: They will say it doesn't but yes, it d oes,
sir. Even no w , the insurance industry has definitely
c hanged, without a doubt. Deductibles have gone up. A l o t
of cases to where they' re not even in the glass industry as
strongly as they were even two years ago. But we get phone
calls even from agents getting quotes for their insureds for
a cash price. Hey, I' ve got Joe Smith here. What's your
cash price on it? And we know he's an agent so, yes, they
a re s t i l l do i ng i t . I mean , t her e ' s no d o u b t a b o u t i t . And
I g u e s s I f i nd i t sor t o f susp i c i ou s t ha t we wo u ld h a v e
representatives of insurance companies here today that would
not want to see this bill pass because it is for the better
choice o f t h e i r con su mer a l so .
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SENATOR MINES: Other questions? Troy, where are you from?

T ROY LAUGHLIN: Kea r ne y , Ne b r a s k a .

SENATOR MINES: And what's your?

TROY LAUGHLIN: I am also a director of the Nebraska Glass
Associ a t i o n .

SENATOR MINES: G r eat .

TROY LAUGHLIN: And I run a shop, DMB Glass in Kearney.

SENATOR MINES: Great, Again, thanks for coming in,

TROY LAUGHLIN: Thank you, ladies and gentlemen.

SENATOR MINES: Means a lot, means a lot. Nex t t e stifier.
And before you st art, can I see a show of hands of
proponents wishing to speak yet? We ' ve had seven. One ,
two, three. A ll right, we' ll get through those and then
we' ll take a break. Please state your n ame and spell it ,
please.

G LEN GARTNER: ( Exh i b i t 2 ) I ca n ' t do an yt h i ng wi t ho u t
r eadin g i t ( l a ugh t e r ) . I ' m Glen Gar tner, G-l-e-n
G-a-r-t-n-e-r. I'm fro m Grand Island. I own and operate
Fas-Break Windshield and A uto Gl ass i n Grand Isla nd.
There's a c ouple of things that, a lot of things have been
c overed here but there's a couple of things that I want t o
poin t ou t and I ' m j us t go i ng t o g o t hr ou g h a nd re a d t h i s .
It's a page and a paragraph. My name is Glen Gartner. I
live at 5 16 W. K oenig S treet in Grand Island. I own and
operate Fas-Break Windshield Repair and I' ve done so for the
last nine years. I'm here today in strong support of LB 73.
The bill, I bel ieve, is critical to pr otect Nebraska
insureds' right to c hoose a quality autoglass repair shop
for repa' rs to their vehicle and thus prevent the extinction
o f t h ose q u a l i t y re pa i r f ac i l i t i es . Typ i ca l l y , whe n an
insured calls their agent or insurance company to report a
glass loss, a subsequent claim, they are advised to call a
toll-free number commonly referred to as a network where
claims for such losses are handled. What most people don' t
know...well, here, I w ant to state that that requirement
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generally alone is outside of the policy scope o f ev ery
pol ic y t ha t I ' ve r ead . And I hav en ' t r ea d t h e m a l l , but
I' ve read a lot of them. I wouldn't proclaim to have read
them all. Poli cies usually state that as an insured you
must advise the insurance company of the loss. By cal ling
the agent or company they have met the requirements of their
pol i cy . The r e a l p r ob l e m a r i s e s i n t he f ac t t hat a l l o f
these toll-free reporting numbers are, i n fact, g lass
companies that, for whatever reason, the insurance company
has chosen to administer their glass claims process through.
Steering has already occurred. T he insurance company has
required you t o call a glass company. I w ill briefly go
through what usually happens when an insured calls a g lass
network. Firs t, the calls are almost always answered by a
menu-driven computer system that sometimes identifies the
glass company involved, not always. Som etimes it states
that the insured can choose any provider they would like to
repair their vehicle, Th en after the proper menu prompts
connects the c a ller w ith a pers on to tak e th e loss
information and will sometimes ask the insured if they have
a preferred provider they wish to use. If they do, at this
point , t h e i nsu r ed i s us u a l l y p l ac e d o n h o l d a n d a ca l l i s
made to that provider. The provider i s ad vised o f the
predetermined pricing tha t is required for t his j ob
assignment, for them to assign the job t o yo u when it ' s
already your c ustomer that's requested your shop. If the
provider refuses to accept the pricing, the call with them
is terminated and tn e network has refused to connect the
insured's requested provider with them. The insured is then
t ol d s o met h i n g t o t he ef f e ct of t hat pr ov i d er do esn ' t wo r k
with us or you' ve heard all of the...we can't guarantee
their work, blah, blah, blah. An attempt is made to st eer
or direct the insured to a provider that is willing to match
t he r equ i r e d d i sc oun t . I f t he i n su r e d sho u l d p e r s i s t a nd
demand o go to their first choice o f providers they' re
almost always t old that it is their choice, but if you use
tha provider, and here's where the problem, a lot of it is,
you may be responsible for a portion of the cost yourself.
This is almost w ithout exception, not i n the insurance
p ol i c y l an g u age . I t ' s no t i n t he po l i cy t hat t h e com p a n i e s
have p ut f or t h a nd sa i d r i g ht i n i t , t h i s i s t he on l y
agreement between you and I. It doesn't say that you must
pay a portion of the cost yourself. It seems like a subtle
and ambiguous statement, but it is very powerful and it is
steering. It is also lead s to discount r epairs a nd
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replacements that sometimes use substandard parts and unsafe
t echniques , I be l i ev e st r o n g ly t ha t L B 7 3 i s a st ep i n t he
right direction to prevent these types of ab uses. I' ve also
chosen to provide with this statement documentation of t he
very same t ype steering statement made in a letter from
Farmers Mutual of Nebraska to one of my clients. A copy is
attached to the back o f this statement. T h e letter was
provided co me by the client. The second attachment bears
witness co a nother problem that I hope LB 73 will correct,
chat being the r efusal of th e Ne braska Department of
Insurance to act on complaints received from a third party
claimant. I believe section I, item 5 and 6 will help to
clear this problem. Please find also attached a letter that

received from the insurance director refusing to act on my
complaint and requiring that a complaint be filed by the
insured. Again, I'm encouraging the committee to fully back
LB 73 and p us h f o r 'ts passage into law. Thank you.

SENATOR MINES: Tha n k yo u , G le n . Ni ce j ob . Que st i o ns ?
Seeing none, thank you. Thanks for coming in. Next
testifier, Mr. Triptow. Now here 's a guy I w o u ld n ' t
touch...no, you run a nice operation.

RICH TRIPTOW: Yeah.

SENATOR MINES: Welcome.

RICH T R I PTOW: (Exh i b i t 3) Go od a f t e r noo n , co m mi t t ee . My
name i s R i c h Tr i p t o w. I am t he own e r o f Omah a Glass i n
Omaha, Nebraska. It's Rich, R-i-c-h Triptow, T -r - i - p - t - o - w ,
and I r eally want to address one specific area. Firs t o f
a ll , I wou l d l i ke t o ech o , n u mber o ne , w ha t M ar k R i z z i said
about inspection. I' ve been in this business over 20 years
a nd I h ave n eve r had an i ns ur a nce c omp a n y , or
representative, or an adjuster, or their designated network
admrnrstrator ever come into my shop at any time. . .and I ' m
not aware of any even my colleagues of ever having anybody
come in an d d o a n y k i nd o f i n spec t i on o n t he qu al i t y o f
work, the quality of glass, the quality of the installation,
and it goes b ack to your comment, Mr. Mines, i s t h a t y ou
have this assumption that all glass is, the myth that glass
is glass. An d it is a mundane product, it really is. And
so I could see where the common person could be aloof in
cheir attitude that al l gl ass is the same. And us being
g lass p r o f e s s i o n a l s , w e kn o w i t i sn ' t . I ' d l i ke t o address
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one aspect of i t that since a year ago I talked here. An
insurance company very familiar to many of you here, they
have a federation office in e very county, as well as
financial service offices in e very county that changed
network administrators over a year ago. And that 's F arm
Bureau o f Neb r a s ka , N e b r a ska Fa rm Bure au, a ve r y , ve r y g ood
company and over 20 years I' ve always had a wonderful
relationship with their claims department, their agents, and
thei r p ol i cyh o l d e r s . But i n t he f a l l o f 2 00 3 t h e y ch a n ged
glass administrators from a very generic, a very open system
even though it was a set program to a specific administrator
that also happens to have glass shops in the s tate of
N ebraska . I t ' s k i nd o f l i ke t h e f ox wat ch i n g t he ch i ck e n
house. And in one year I have information to show you that
l~ve gone from tw o to five jobs per week, to two to five
jobs per month because the notice of loss is being answered
directly b y the gla ss supp lier or by hi s network
administrator under the disguise of, w e' ve called this
number many times ourselves. They answer the phone, thank
you for calling Farm Bureau Glass Program. And they kind of
give the assumption, and wnen you as a consumer or t he
consumer only has a glass claim once every seven years and
following an 800 number, you' re under the assumption that
you' re f o l l owi n g c o m pany po l i c y . An d I know t ha t t h er e ha s
t o be some sort of receptiveness when you e n ter into a
contractual agreement with an insurance company that you' re
going to work with them to solve claims and problems. But
that doesn't mean you necessarily have to forfeit all your
rights to pick other good repair facilities and that's kind
of what we' re asking for is that...I know last year State
Farm came here with their administrator, LYNX, and they d o
an adequate job because when you call their number, and I
just. say an adequate job. They do state for the record that
the policyholder has the right to choose the repair facility
of their choice. And it ' s e mphatic amongst all their
people. However, these other networks companies do not.
And we go t t o r em ember t h a t St a t e Fa r m i s obv i o us l y a b i g
player in this state, yes, they write one out of five cars
here. And I can see where they need the administration of
this, but what about the other four vehicle owners that have
a variety of other companies that do their network for them?
And these people...Safelite is one of the other companies,
I ' ll name them. Auto Glass Center is one of them. And I
would l i ke t o sh ar e j u s t t h i s l i t t l e do cume nt t h at o ne of
these networks do pass on to their agents and to the ot her
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people as inducements, gift certificates for referrals. How
would you like to know that you were sent to a specific
glass company because your agent or t heir secretary was
getting a gift certificate to a department store? We think
there's a lot of misuse and we understand the role of
insurance companies to streamline their operations, but. not
at the expense of customer choice. And when this does that
it not only impacts us but it really impacts the consumer.
Again, Blair has a Farm Bureau office and if t hose people
aren't in the program... I signed up in the program and I'm
getting less work. You know, they encouraged me to sign up
with t h i s net wo r k . I s i g ne d up wi t h t hem. A l l t h e o t he r
people signed up with them. Now we get less work. I go
f rom two t o f i ve j ob s p er w e e k , t o t wo t o f i v e j ob s a n d I ' v e
been in business, and I think we do the same marketing, the
same th i n gs . You w o u l d l i ke t o t h i nk t h at b y wo r d o f mou t h
that you would be at least maintaining the status quo.

S ENATOR N I N E S : Senator
Louden.

SENATOR LOUDEN: Yeah. Ear l y on we ' ve heard the term
certified. I guess, could you give me a description? I
m ean, who certifies you and where does that come from o r
t hat sor t of t h i ng ? How d o I k no w s o mebody i s a ce r t i f i ed
glass maker and what does it mean if they say they are?

RICH TRIPTOW: It's strictly a very optional program that
companies can either do themselves. They ca n do them
in-house, some of the larger companies do them in-house, but
there are a co uple of c ompanies, the National Gl ass
Association is o n e do e s a certification. But we' re not
l i c e nsed . We' re not...there's no regis tration of
t echni c i a n s . An yb o d y w i t h a pi ck - u p t r u c k , a t oo l bo x , a n d a
rack can get in our bu siness. And it isn't very well
r egula t ed .

SENATOR LOUDEN: Okay, that was my next question. Somebody
underneath the shade tree can be a certified glass installer
then?

RICH TRIPTOW: Ab so l u t e l y .

SENATOR LOUDEN: Ok a y . T han k y o u .

Thank y o u , Ri ch . Q uestio n s ?
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SENATOR MINES: Other questions? Rich, you and I have been
friends for 20 years and I would trust my daughter's life
with her car and the windshield to yo u. Let 's sa y she
caught a rock and my insurance company said, you know what,
call this number and they try and steer me to Bl air G lass
Company. I say y ou know what ? I ' d l i k e t o g o t o O maha
Glass . Wi l l y ou r pr i ce be t he sa me ? Se e , I r ea l l y do n ' t
care what it costs. I k now you' re going to do a good job
and I know you' re not going to take advantage of me. What
h appens t o m e ?

RICH TRIPTOW: We l l , yo u k n ow , c o s t s c o u l d b e d i f f er en t . I
saw someth in g i n t he . . .wi t h Bl a i r t he ot her day on t he TV .
AAA was using a scenario where gas may cost a few pennies
more than in Blair than it does in Omaha for whatever costs,
whether it be competition, whatever. And you may have some
of the sa me factors in Blair, but ag ain there's other
factors to be c onsidered in here in addition to t he
installation. A nd the weather. Today happens to be a very
pleasant day, but we have three lousy months where maybe you
shouldn't be doing mobile service outside because of the
type of adhesives and some of the safety issues that we have
to address. Plus yo u got to look a t th e consumer' s
convenience, whether they live or work in Oma ha, w hether
they live and w ork i n Bl air, whether they want to use
a...there's a lot of local considerations that go on. W h en
I go u p t o Bl a i r and I see m y f r i en d s u p i n Bl ai r and I hav e
d one t h i s f or 2 0 ye ar s . I so l i c i t t he wo r k i n Om aha o f
those people that either live or work in O maha. It 's a
nice, soft t ouch with tha t to try to get that kind of
busine s s . . .

SENATOR MINES: But let's say they want to steer m e to a
d i f f e r en t p l ace a nd I say , yo u k n o w what , I wa n t t o g i v e
Rich the business. I trust him, I want to g i v e him the
business . And I j u st g o t o yo u so i s t h er e a p o ss i b i l i t y
t hat I co u l d p a y mo re , I cou l d p a y l es s? I co u l d p ay l e ss
with y o u , r i gh t ?

RICH TRIPTOW: You c ould possibly pay less. What happens
typically is is you' ll...before you get to the price, that
will be on e of the objectives that the networks will use.
N umber one, you won't get a lifet.ime guarantee. You kno w ,
if the price is more y ou' re going to have to pay out of
pocket.. We won't stand behind these people. Well, I' ve
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b een i n b us i ne s s 2 1 y e a r s a n d I t h i nk a l o t o f t h ese o t he r
people have been in here much longer than that. And you
don't stay in business that long w ithout standing behind
y our i n s t a l l a t i o n s a n d y ou r p ro d u c t s .

SENATOR MINES: Good point.

RICH TRIPTOW: And the s e pe ople m ake these assumptions
because what they do is t hey ask t hese people to si gn
waivers , wi l l yo u . . . i f t her e ' s a p r ob l em wi l l you
cake...well, I don't know any reputable businessman that
wouldn't stand behind their products and their installation
and help their customer.

SENATOR MINES: Great. Gre at testimony. Thank you. We
have one more testifier in proponent. Is that right? Do we
have...just one more? And then we' ve got two opponents, I
bel i e ve , r i gh t ? We ' r e g o i n g t o ha n g i n he r e un t i l t h at ' s
over . Hi .

KENT B A UMERT:
B-a-u -m-e - r - t .

SENATOR MINES: First name is Stan?

Good afternoon. My name is Kent Baumert,

KENT BAUMERT: Ken t .

SENATOR MINES: Kent, I'm sorry. Losing it.

KENT BAUMERT: And I have a small shop in a small community
and I l i v e i n a no t her smal l comm u n i t y . The p r ev i ou s
testimony here from Mark Rizzi was correct and the economic
testimony from Pa t Ha ncock was as stated. The horror
stories are not adequately described. T hey' re worse t han
what t h e g u y s ar e t el l i ng you wh e n i t c ome s t o s t ee r i ng . I f
you are n ot part of a network you will be discriminated
against to the point. where it hurts your business. So they
d isc r i m i n a t e a g a in s t y ou he a v i l y i f y ou ' r e n ot i n a ne t wo r k .
I n sm a l l c omm u n i t i e s a l on g t ha t l i ne , em o ti o n a l l y i n sma l l
communities working on cars, or wheels, or tr ansportation,
or things with windshields are the only thing that goes on
on main s t r e e t i n m a n y s mal l t ow n s a nymore . I f you dr i v e
around any small community they might have nothing but a gas
sta t i o n and a l i t t l e ca r sho p . Now, wi t h t he s t ee r i ng i t ' s
lean ing o n p e o p l e w i t h l e ss wor k ju s t l i ke a l l t h e p r ev i ou s
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people have described. A s for myself, I personally don' t
need economic development. I don't need a community block
grant to stay in a small town. We need LB 73 to keep people
from steering and taking away business from me just like all
the previous people I' ve stated.

SENATOR MINES: Great testimony. Where are you from?

KENT BAUMERT: No r t h Be n d .

SENATOR MINES: That's where I was from.

KENT BAUMERT: Your mom's neighbor.

SENATOR MINES: That's right, that's right. That's pressure
(laught e r ) .

KENT BAUMERT: I can find you, Senator Mines.

SENATOR MINES: You know where I live (laughter). Questions
for Mr. Baumert?

KENT BAUMERT: P lease, questions.

SENATOR MINES: Now I get it. No w I get it.

KENT BAUMERT: Please, questions.

SENATOR MINES: I se e non e bu t I d o t han k yo u fo r comi n g i n .

KENT BAUMERT: Tha n k yo u .

SENATOR MINES: Thank you, appreciate it. No more opponents
or proponents . I ' m s or r y .­

SENATOR MINES: All right, and for the record we have T odd
Twiss who is a proponent. Is it Kryger Glass Company?

TODD TWISS: (Exhibit 4) Yeah, I just...they pretty much
said the same thing so.

SENATOR MINES: (Exh i b i t 5 ) Than k yo u ve r y mu ch . I al so
have a letter to introduce from Dingman's Collision Center
also xn support. And Todd's testimony is he re as wel l.
Thank you fo r that. No more proponents. Hav e we got
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opponents? We had several before. Please come forward and
spell your name for us, please.

DAN NORDGREN: Good afternoon. My name is Dan Nordgren,
D-a-n N-o-r-d-g-r-e-n. I represent State Farm Insurance and
also representing the Ne braska Insurance In formation
Services today. I'm an estimatics team manager at State
Farm. I'd call myself a first line management person for
our estimatics program in Nebraska, I work with repairs in
Lincol n u p t o N or f o l k , Sch u y l e r , o ve r t o Sco t t sb l u f f and
All i a n ce . Cur re nt l y , I wo rk wi t h 92 Ser v i c e Fi r st r ep a i r
facilities and numerous glass shops so I' ve got a pretty
good feel for really what's going out in the marketplace. I
have a t remendous amount of conversations with repair
f ac i l i t i e s on a d ay - t o - d a y b a s i s . An d j u st wa n t t o make a
couple comments about State Farm. I know State Farm's name
was mentioned a number of times today. But to st art o f f,
State Farm believes very strongly in choice and competition
in an effort to encourage, in every case that we can, o pen
competition, to improve efficiency, and better manage
c laims . I don ' t t h i nk an y one ou t t he r e w a nt s t o pay mor e
insurance dollars every year. And we do whatever we can to
improve t h e e f f i ci en c y o f o u r c l ai m op er a t i o n . And by
moving to ce ntralized environments like we have our auto
claims central here in Lincoln to programs like Service
Fzrst and LYNX, we' ve been able to take tremendous dollars
out of our claims practices and our expense structure. What
does that do? That lowers premiums for our customers and
makes us m ore competitive in the market. Yo u see on a
day-to-day basis advertisements on th e TV about save
15 percent. We ' re under tremendous pressure to lower our
expense costs as much as we can while still paying what we
owe when we have a loss. And we believe very strongly also
in returning that vehicle to the c ondition prior t o the
loss. I 'm going to go out there and encourage my employees
to pay every single dollar necessary in or der to re store
that vehicle and that's very important. We notify our
customers, right now, through a letter if they choose a
nonprogram shop. If they choose a non-Service First shop I
send them a letter and state to them that they' ve chosen a
non-Service First shop and what they need to expect. So we
do no t i f y l i ke t he b i l l i nd i c at e s r i g h t now. Th e qu est i on I
keep having myself is we hear about choice and then we hear
all these horror stories about quality. And to me choice
does not equate quality. U nder any c ircumstances choice
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does not do t hat. I h eard it said that last year that I
said an insurance customer usually has a claim every eight
to ten years depending on the type of co verage. That ' s
true. And when they come to me, very few know where they
need to go in order to have their vehicle repaired. In
smaller, rural Nebraska very possible because it's probably
their neighbor, it's probably their friend, their relative
but in bigger communities that's not the case. They ask me,
where should I take it? And if it's free choice there's a
good chance that their repairs are b eing done i n so me
backyard body shop, backyard glass facility. As you heard
today, there's no certification out t here. There 's n o
anything in place to make sure that the quality repairs out
there. But through my programs, Service First and LY NX
we' re trying to move toward that quality. I' ve implemented
qual i t y co nt r o l pr og r am s in o ur Ser v i c e Fi r s t f ac i l i t i e s
where they' ve come up with a check sheet to look at quality
so it's very important to us. We want to pay for repairs
that rest ore that vehi cle bas ed on manuf acturer
recommendations. The re's a lot of co mments today a bout
glass quality. And fr om my perspective any glass that is
used in glass repair has to be ce rtified by the fed eral
motor vehicle standards. And we can't be using glass out
there that isn' t. If there is, that glass installer is in
v olation of the law. We' ve also heard today that all this
steering is happening across the industry on a day -to-day
basis. Ther e's current legislation in p lace under the
unfai r cl a i ms pr a ct i ces ac t (Un f a i r I nsu r an ce Cl ai ms
Settlement Practices Act) that prohibits that. Maybe we need
t o po l i ce t he l aws t h a t w e h a ve . Wh a t i s go i ng t o m a k e i t
stated that we put a law in place that prohibits steering.
I f we ' r e n ot go i ng t o p ol i ce i t , i t ' s no t g o i n g t o d o any
good. So there ar e s ome thi ngs that I ' m loo king a t .
Getting back to choice as well, if you want to look at State
Farm we' re one in f ive like was s tated. We ' ve got
221 repair facilities in Nebraska for ou r Service F irst
program. Granted, the majority of those are in the Omaha
area, a little over 100, 26 in Lincoln. But we have Service
First repairs in Hibner (phonetic), Nebraska. We have them
in Grand Island, we have them in Kearney, we have in Bayard,
we have them in Madison, various small towns around the area
and our customers love the program. They want us to move
them toward those programs. And why? Becau se it 's a
smooth, efficient process. They c a n simply take their
vehicle to the repair, have an estimate written, pictures
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taken and all that comes to State Farm electronically. The
only thing they have to worry about is picking their car up
and paying their deductible. The repair facility handles
all of t w 'th State Farm, very smooth process. If there' s
hidden damage or missed damage, we don't hold up re pairs.
St.ate Farm do esn't need t o go out and reinspect those
because we have a relationship with that repair facility.
Now, let's say we have a problem repair where there needs to
be s o me co r r ec t i on d o n e. Wh en I h av e a r e l a t i on s h i p w i t h
that repair facility, I' ll say I can flex my muscle a little
bit for the customer. I can say, hey, I' ve got an agreement
with you as a Service First repair facility. Th ese are my
expectations. I can help that c ustomer. If it ' s a
nonprogram shop, I have less of a relationship with them. I
have less ability to flex my muscle, to help the cu stomer.
Granted, if yo u look at shops that aren't on the Service
First program, most of th em are ver y rep utable, very
reputable shops. They' ve made a business decision not to be
on the program for whatever reason. B ob's Body Shop was
here. They' ve been offered the program, but they' ve made
the business decision not to be on it for whatever reason.
Nany of these glass facilities today have been offered our
LYNX program. Th ey have made the business decision not to
be on the program. I don't know why. B u t when I look at
the whole industry, again I don't ask for concessions.
State Farm pays top dollar. We want quality repairs. We
are asking shops to do things t hat they don't feel is
necessary. Replacing frames on vehicles in order to me et
manufacturer's standards. There's a lot of things going on
out there. I think with all this said, it stands to reason
why the Nebraska Auto Body Association has rated State Farm
the number one insurance carrier two years running. I think
we' ve got pretty strong programs. We' ve got pretty strong
morals in the industry and have a good feel what's needed in
the industry. Along with that CollisionWeek has rated State
Farm number one three years running over all other insurance
companies nationwide because of our repair practices. And
I 'm th i n k i n g w i t h t hi s l eg i sl at i on i n p l ac e i t p u t s o n e m or e
th ing i n l i n e fo r us t o i n cr ea s e ou r cl a i ms h a n d l i ng . They
talk about a 23-cent stamp. It takes more than a 23-cent
stamp to d o a l ot o f t hi ng s . Yo u n eed add i t i on al c l ai ms
service assistance. You need different people watching the
claim, working those cues as they come into a ce ntralized
environment. It 's a huge process when you implement small
changes so we are against this bill. I think what we n eed
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to do i s police the c urrent law, possibly place more
r egula t i o n on t h e i ndu st r y f or q ua l i t y t o so l v e a l o t o f
t hese p r o b l e ms . Any que st i o n s ' ?

SENATOR MINES: Th a n k yo u , Dan . Questions by the committee?
S enator L o u d en .

SENATOR LOUDEN: Yes, you mentioned the facilities you have
that, way over 200 or something like that.

DAN NORDGREN: Um-hum.

SENATOR LOUDEN: Do you have anything in place in your
organization to check the work on any of this? I mean, once
a windshield is in how can you tell whether or n ot it was
put in right or not until it gets knocked out the next time?

DAN NORDGREN: T o be honest with you, once that windshield
is put in and the moldings are placed over it, i t's very
difficult until you start seeing corrosion, you start seeing
some leaking on the windshield. Or like a glass facility,
they physically take it out of the car. Representatives at
State Far m g o t hr ough i nd u s t r y t r a i n i ng ca l l e d I - CA R . We
have a glass replacement program that really shows us what' s
necessary in order to properly reinstall a windshield. We
strongly encourage our repair facilities to go through that
t ra i n i n g . I n t e r m s o f a spe c i f i c p r og r a m f o r g l as s , I don ' t
have an audit program set up at State Farm t.o audit those
specific windshields because it's virtually impossible to
see it. Now on a collision repair where you can se e th e
repair, we a udit 5 percent of the claims going through our
Service First pr ogram where one of my representatives
physically goes out an d they look over the car. If they
f nd any quality issues, we have a di scussion with the
customer and get. that vehicle back in the repair facility to
get it corrected.

SENATOR LOUDEN: On your glass then when you inquire and
have these people go onto your program, these installers,
how do yo u g e t t he m ? Do y ou j us t wr i t e a nd a s k t he m i f t hey
want to b e your i nstaller? Or do you have some type of
test i n g t h a t t h e y h a v e t o g o t hr o u gh or , I me an , h o w c an y o u
pick a shade tree mechanic out from the m a n th a t h as a
mult i m i l l i o n d ol l a r shop ? How do yo u de c i d e b et w een t he
two?
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DAN NOR DGREN: Very good question. We offer ou r
LYNX program to every single repair out there feeling that
the more repair facilities we have in our program the more
competition there is. And in order to establish a pricing
structure for the glass business it's very difficult because
it seems like it's a moving target. Have you ever heard of
N AGS glass pricing? So m e a re 67 percent off; some ar e
50 percent o f f . I mean , t h e p r i ce s a r e i nc r ed i b l e an d r i gh t
now NAGS is a ctually in the p rocess of r epricing the
product, trying to come out with a more standardized pricing
system to ma k e it easier be cause I can ' t understand
personally how one shop can give me 67 percent off and the
next shop, large facility doing a lot of work for State Farm
can only give me 35 percent off. I don't fully understand
that, but our professionals that do the market research and
try to establish this based on population base and density
have come u p wi th a pricing structure that currently in
Nebraska 508 shops have agreed to and I believe are making
m oney at ,

SENATOR LOUDEN: Tha n k you .

SENATOR MINES: Other questions? Senator Redfield.

SENATOR REDFIELD: If you offer the program to all suppliers
out there, how do you know that there's quality?

DAN NORDGREN: Based on an assigned agreement in order to
say that they meet...

SENATOR REDFIELD: sign my name and t h a t m e ans q u a l i t y?

DAN NORDGREN: ...well, but look at the i ndustry itself.
There's no certification in the industry itself. They talk
about q u a l i t y a l l d ay l o ng bu t t he y s t i l l do n ' t po l i ce
themselves. We rely, th ey' re the experts. The repair
f ac i l i t y , wh e n t h e y c o me t o u s a nd t h ey i n st a l l g l a ss we ' v e
got to re ly on it t hat they' re experts. On the Service
First program we have a long list of an agreement that they
have to have certain equipment and they have to make certain
agreements with State Farm. But in terms of the glass
b usiness t's a little more difficult and a lo t mor e
facilities out there.
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SENATOR REDFIELD: So let's say a windshield were to leak.
What time frame would you have that you would insist that
t hat b e r ep l ac e d ?

DAN NORDGREN: We ask for a one-year warranty.

SENATOR REDFIELD : On e y e ar .

DAN NORDGREN: Um -hum...

SENATOR REDFIELD: No t l i f et i me .

D AN NORDGREN: . . . a l ot o f f ac i l i t i e s i n t hi s r o om p r o ba b l y
offe r a l i f e t i me j ust l i ke body sh o p s d o . Bu t i t ge t s
d i f f i cu l t . I f we a l l o f a sudd e n c ome ou t a s a l ar g e p l a y e r
like State Farm s and say, every shop ou t th ere t h at' s
going to be one, o ne of our programs has to prov>de a
lifetime guarantee. We take way too many players out of the
market and we hurt competition.

SENATOR REDFIELD: So you ;ust require one year. Okay.

DAN NORDGREN: U m-hum.

SENATOR REDFIELD: Th a nk y ou .

SENATOR MINES: A ny other questions? Dan , e veryone that
testified before us is a small business person and I think
you can appreciate where they' re coming from. They ' re
getting squeezed, not b y your company alone, but they' re
getting squeezed on both ends. A nd I t h ink they' re just
looking for some way to ensure that, they get a fair shot at
the business and my sense is that, State Farm, not yo u in
particular, you' re looking for the absolute best deal so
that you can control costs as well. Is ther e an ans wer
somewhere in the middle that would not only pacify the
insurance industry, but. would ensure that the small business
person h as a shot, has a shot at not doing t he wor k, bu t
doing the work and being able to afford to do that work?

DAN NORDGREN: Senator, that's a tough question.

SENATOR MINES: All other businesses, retail is going to the
b ig bo x s t or e s . . .
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DAN NORDGREN:
y eah. . .

SENATOR MINES: ...is that what you' re seeing here as well?

DAN NORDGREN: We he ar the Wal-Mart stories every day over
in Seward, Nebraska, building a Su per W al-Mart und er
tremendous pressure from the city council not to let them
come in. Do the customers want Wal-Mart? Absolutely. Why?
Providing them a service, providing them what they want at a
cheap price. What does it do to the small business in town?
It hurts them. I own and operate apartment complex, I'm in
small business. I understand where they' re coming from.
But l i k e I s ai d , w e a r e l oo k i n g t o i m p r ove t h e way we manage
claims. We ' re looking for efficiency. And if that means
they need to change their business practices possibly, get
involved with some of these programs, maybe they need to
do. . . maybe do i t .

SENATOR MINES: Okay, Th ank you. Any o ther questions?
Thank you .

D AN NORDGREN: T h an k y o u .

SENATOR MINES: Korby, are you the last one? Have we got
any other proponents or opponents? We have two opponents.

KORBY GILBERTSON: I think there's one more. We incr eased
our numbers b y 50 p er c e n t .

SENATOR MINES: Now we' re up to three. All right, let's go.

KORBY GILBERTSON: Goo d afternoon, Chairman Mines, members
of the committee. For the rec ord, m y nam e is Kor by
Gilbertson and spelled K-o-r-b-y G-i-1-b-e-r-t-s-o-n. I'm
appearing today as a registered lobbyist on behalf o f the
Property C asualty Insurers Association of Am erica in
opposi t i o n t o LB 73 . I t h i n k t h i s b i l l com e s d o wn t o , f r om
what I' ve heard from the proponents, three issues. Number
one, insurance companies making r ecommendations to the ir
customers for wh o are me mbers of their networks. Number
two, that the insureds have to pay an e xcess charge for
repairs done by non-network members. And number three, what
I' ve heard the most of is that there are faulty repairs
going on. The first two issues are dealt with i n current

Um-hum, oh, we hear the Wal-Mart stories,
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law. If you look on page 6 of LB 73 the language that was
stricken currently deals with those issues. Now, the first
issue about whether or not they can tell you who, if you ask
them, where you should take your car as a policy decision.
I would say t.hat and the insurance company should have a
rignt to contract with whom they want. It goes on in health
insurance. If we were to get rid of pre ferred provider
organizations the cost of health insurance would arguably
skyrocket, For them to argue that there would be no co st
difference in i nsurance rates for property and casualty
insurers, if they were required to pay regardless of the
cost whatever the cost was for those repairs I can't for a
minute a r gu e t h a t t h e co s t o f you r i n su r an c e wou l d no t go
up. It would because there would be no guarantee whatsoever
on the c ost o f those repairs. That's what these types of
agreements protects the consumer for and if that's one of
the main arguments for this bill that we need to have the
consumers come first, the insurance companies are a lready
doing t h at . by t r y i ng t o h el p kee p c o s t s d o w n b y cr e a t i ng
these networks. The third issue about the f aulty repairs
and that there's no way to pol ice what t he insurance
companies are do ing w ould h ave you bel ieve that the
insurance companies are in tentionally setting out to have
windshields replaced incorrectly and endangering the ir
customers. I don 't think that could be farther from the
truth. However, I do think that, and Senator Mines and I
think someone else a lso brought it up, maybe one of the
possible solutions is looking at r egulating glass repair
industry. And I would leave you at that. I'd be happy to
answer an y q u e s t i on s .

SENATOR MINES: Th an k yo u , Ko r by . Questions from the
committee ? See i n g n o ne , ni ce j ob . Than k s .

KORBY GILBERTSON: Thank you.

SENATOR MINES: And Jan, are you the last testifier?

JANIS McKENZIE: I be l i ev e so ,

SENATOR MINES: Oh , we have one more. It keeps growing.
Al l r i g ht , s t a t e yo u r na m e an d s p e l l i t , p l ea se .

JANIS McKENZIE: Senator Mines, for the record, my name is
Jan McKenzie, J-a-n M-c-K-e-n-z-i-e. I'm here representing
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the Nebraska Insurance Federation in opposition to LB ?3. I
will be very br ief. I want to e cho the concern about
advancing legislation that in some way cre ates a n any
willing provider setup for this particular issue. Ko rby
referred to PPOs and ways in w hich the h ealth insurance
industry has worked to tr y to keep co sts down for the
consumer so that deductibles can stay as low as possible and
premiums can stay affordable. We see this as an issue also
from the property and casualty side is that if we' re going
to say, well, all right, I can go t o any doctor and my
insurance company has to pay exactly whatever that doctor
wants to charge, that's really eroding what has become a way
to try to manage the cost of healthcare and health insurance
costs, T his is a to ugh issue because the same thing
happening t o t h ese s m a l l b us i n e s se s i s hap p e n i n g w i t h i n t he
industry and they may perceive insurance as one huge big
thing but, in fact, we all compete with each other just as
they all compete with each other. So as one insurance
company finds it more and more difficult to keep costs down
they either become merged with another insurance company or
bought out by another insurance company and it gets bigger
a nd bigger and bigger. Farm Bureau used t o be onl y
Nebraska. It 's n o w a part of a regional insurance group.
It is no longer Farm Bureau of Nebraska. It is now F arm
Bureau of a big regional, midwestern regional area. So how
we stop w ha t t he y ' r e , y ou kn o w , f ee l i ng i n t er ms of t he
pressure from why c an't we compete, is happening at every
level, at the Wal-Marts, at the har dware stores, at the
pharmacies, at t he chain drugs, at the mail orders so it' s
frustrating, it's the trend. I certainly know because I
l i v e i n a sma l l co m muni t y a n d I kno w when I ne e d s o met h i n g
done I don't want to drive 40 miles to have it taken care of
either. But our greatest opposition is toward the section
in the bill that really begins to create an undue process
that. has helped keep costs down for consumers so we keep our
insurance rates affordable for people. With that, I'd
a nswer any q u e s t i o n s .

SENATOR MINES: Tha n k y o u. Questions? Rich.

SENATOR PAHLS: What would b e your solution? Because
a lready I ' v e h e a r d p o l i c i ng a n d r e g u la t i on f r o m. . .

JANIS HcKENZIE: We l l , I t h i n k t he p oi n t i s i n ou r u n f a i r
trade practices act (Unfair Insurance Trade Practices Act)
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or our sections of statute it a lready does a llow and I
understand their concern about not being able to make the
complai n t , t ha t t h e con s umer n e eds t o ma ke t he c omp l a i n t .
So, you know, we probably need to enforce what is already
c urrently in statute in a better manner. I think also t h e
rnsurance industry as a n in dustry is h eavily, heavily
regulated. It is the most heavily regulated business in
this state and so if the glass people can't put together
standards to regulate themselves, you know, it seems to me
something there has to change because you can't point to the
insurers and say it's the insurers' fault when they haven' t
regulated their own folks, That might be something. And I
think to figure out the pricing of glass because I know that
a State Farm testifier made that point. It seems to be all
over the place in terms of who's offering what rate f or
glass so t here are some things out there that I think in
Nebraska as long as we can find companies who are here and
who understand the unique needs of the state, that you can
offer something where this is the rate we will pay. It ' s
b een ne g o t i a t e d j u st l i ke y ou aske d , S e n a t o r, i f I wan t. t o
g o t o t h e sh o p I wa nt t o go t o , you wi l l g et r e i mb ur s e d at
X rate and that, in fact, you pay out of pocket for anything
above that which is what h appens if I do that in health
insurance. I want to go to this doctor instead of the PPO,
this will be covered and I' ll have to pay out of pocket for
the rest. So I think we need to look at those issues.

SENATOR MINES: Thank you. Other questions'?
your testimony.

JANIS McKENZIE: Tha n k y ou .

SENATOR MINES: Last testifier. In opposition. Ple ase
state your name and spell it, please.

JOSEPH TORNBERG: Good afternoon, Mr. Chairman, m e mbers of
the committee, my name is Joseph Tornberg, T-o-r-n-b-e-r-g.
I 'm w i t h A mer i c a n I n t er n a t i o n a l G ro u p . It's not so m uch
opposition to the bill but opposition to specific clauses
with i n i t t ha t hav e bo t h b e e n b r o u gh t u p b y me mbers o f t he
committee. The fi rst one would be the clause that Senator
Redfie l d b r o u gh t u p t ha t de a l s wi t h t he st a t em en t r e qu i r ed
by the i nsurer to send to the insured if they so choose a
different repair shop. I believe she is correct in stating
that that would require OEM parts to put the product back to

Thanks f or
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like original, prior to damage, specifications which, of
course, would increase cost to the insurance company. And
therefore would be passed on to t he insured w ith h igher
premiums. Second c lause that the chairman brought up is
section 1(4)(b) that in my interpretation it has to do with
whether the claimant elects the repair shop and there's no
limit to discount, or reasonable repair costs that ca n be
charged back b y the insurer o r offset. And you had
mentioned the $400 to $410 difference. My interpretation of
that clause, I wouldn't be concerned with the $ 400 v e r su s
$410. It would be the $400 versus S1,000 or whatever the
repai r s hop s houl d d eem t o send i n a b i l l f o r b ecause
there's no limit t o this clause. I bel ieve that both of
these clauses would result in higher cost to the insurance
company i n r ep a i r i ng ve h i c l es a n d th er e f o r e wo u ld r es ul t i n
higher premiums to the insured.

SENATOR MINES: Th a n k yo u . Q uest i o n s ?
with American International Group?

J OSEPH TORNBERG: A IG.

SENATOR MINES: AIG. Help me with...I don't understand AIG.

JOSEPH TORNBERG: AIG? W e are the third largest company in
the world, largest insurance company in the world.

SENATOR MINES: Th a t wo u l d b e bi g (l a ugh t er ) . We l l , t hank
you for your testimony. Any other questions? Ladies and
gentlemen, I really want to thank you for y our p atience.
We' ve run long over time. We' re not done yet. We are going
to let S enator Aguilar close. But I want to...before I do
t hat , t ha n k y o u f o r t ak i ng t i m e f r om y ou r sch ed u l e s t o be
here, I kn ow i t ' s i mpor t an t t o you an d yo u r t e st i mo ny h a s
been great here. Senator Aguilar to close.

SENATOR AGUILAR: Thank you, Senator Mines. A couple of
things I wa nted t o address here. One of the insurance
representatives brought up a point that I thought was rather
interesting. How can so m e co mpanies out th ere o ffer
37 percent discount? How can so me of fer a 66 percent
discount ? I ' d r ea l l y l i ke t o know t h a t an swe r , t o o . I mean
in my mi.nd the only way that happens is you' re cutting costs
r eally bad somewhere and how do you cut costs in thi s
industry? Well, t o put a windshield in properly you need

Could yo u he l p me
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the best adhesive possible. But you ca n c ut corners by
buying a c heaper adhesive, With an adhesive and it has to
dry and cure for a specific amount of time. If that is not
allowed to h appen, all the w arranties is gone from the
product; it doesn't work. And what costs money in the auto
body shop is shop t ime so you have to have that vehicle
indoors, allowing that specific adhesive to dry and c ure
properly for a certain amount of time. I contend that
that's not happening in every shop. A no ther question was
asked, how do you become part. of the network? Well, the one
thing that I never heard anybody answer on how you become
part of that network, you have to meet certain costs for a
speci f i c i n st a l l at i on a n d i f you can ' t m e e t t ha t co s t , we l l ,
you can try to several different ways. You cut costs any
way you can and that's not a lways the b est way to do
business. As far as the $10 variation you talked about,
Senator , my f a m i l y a n d my c h i l d r e n ' s l i ve s wou l d be wel l
worth t ha t $ 10 i f I ha d co n f i de nc e i n t h e c o mpany t h a t w a s
making the repair. Thank you.

SENATOR MINES: Thank you, Senator. Any ques tions for
Senator Agu i l a r ? See i ng no ne , t h e p ub l i c h ear i ng i s
closed. Ag ain, thank you everyone for coming. And as
soon as those that leave wish to leave we' ll do LB 310.
S orry , n o b r e a k . Do you ne e d a b r e a k ?

BREAK

SENATOR MINES: We ar e go i ng t o he ar LB 3 10 a nd LB 3 75
together. They are essentially the same bill and I see
Senator Connealy is here to make the introduction. Sen ator
Connealy .

LB 3 1 0 375

SENATOR CONNEALY: Thank you, Senator Mines and members of
the Banking, Commerce and Insurance Committee. I want to
t hank yo u . I a m Ma t t Conne a l y . I hav e t he hon o r of
representing the people of the 16th Legislative District and
I 'm her e t o op e n o n L B 3 1 0. I t chang e s t he l i ab i l i t y a mo u n t
that insured motorists must carry for i njury, death, or
property damage. Currently, it's 25/50...25; that's 25,000
for loss or injury of one person, 50,000 for two persons,
and 25 fo r pr operty damage. The numbers would change to



Transcript Prepared by the Clerk of the Legislature
Transcriber's Office

L B 310 3 7 5Committee on Banking
January 24 , 20 05
Page 84

50/100 and 50, just doubling each of t hose. It 's my
understanding that these rates have not been changed for
over 12 years and I believe that we must change those. I
very seldom come in and support mandates or increases that
are put up by us, but this came to my attention last y ear
actually in a pers onal story of my family. My cousin was
coming home from w ork j ust b e fore Christmas and h e' s
starting out a business and he ended up dropping most of his
insurances because of the fact that he's putting everything
b ack i n t o t he b u s i n e ss , a n d h e e n ded up l os i n g h i s l i f e i n a
car accident in Platte County. And as I looked at what he' s
g oing t o e n d u p w i t h , y ou kn o w , w i t h j u st t he l i ab i l i t y o n
his car because of the fact that he actually was hit with by
an uninsured motorist and I thought this is not the level
that we ought to be at. It hasn't been raised in years. We
ought to look at...make sure that base amount is there. A s
you look at...it's going to cost everyone some, but the main
cost of an insurance policy like this is the start-up. You
know, increasing this is probably not going to double the
cost of insurance. It 's going to increase it to some. It
f o l l ows t h e a mount o f i n f l at i on . We oug h t t o be l oo ki ng a t
this, if it was a right amount 12 years ago at 25,000 at
l eas t 50 , 0 0 0 a t t h i s t i me .

SENATOR MINES: Great, nice job.
Connealy? S e n a to r J e n sen .

SENATOR JENSEN: Thank yo u, Se nator Connealy. I can
recognize the situation. You know, I being in bus iness I
have limits far higher than t h is . What will this do,
though, to the guy who can't hardly make the payments on his
car and i s t h i s . . . ?

SENATOR CONNEALY: It w ill be a little cost b ut I don ' t
think it's out of line there. I think it's what we ought to
have. I thi nk everyone ought to b e covered by a base
amount. You know, people make decisions and maybe sometimes
that they shouldn't to drop insurance or n ot t o carry as
much as they should. This is a bottom that I think we ought
to have in place to cover costs of accidents and I don' t
bel i ev e t h a t i t ' s ex ces s i v e . I ' v e nev er bee n , s i nce I
started business without at least a million dollars worth of
l i ab i l i t y and u sua l l y f i v e mi l l i on be c a use I j u st b el i ev e
that you need to have that. And I bel ieve t hat everyone
should have larger amounts. But I also said that, you know,

Questions for Senator
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that base amount of insurance is the most expensive part.
You know, as you add coverage past that and as you increase
t he pool , i t ' s not go i n g t o b e a s e x p ens i v e .

SENATOR JENSEN: Well, $25,000 in the hospital doesn't get
y ou many days .

S ENATOR CONNEALY: N o , nev e r m u c h .

S ENATOR JENSEN-. Y e a h .

SENATOR CONNEALY: Or very much auto repair.

SENATOR JENSEN: Th at's right. T hanks.

SENATOR MINES: Yeah, tha t's t r ue. Other questions?
Senator P a h ls .

SENATOR PAHLS: Ok ay .
o f . . . maybe no t f r om
speak beh ind y ou . We
we n o t ? I mean , a
be?

AUDIENCE: I h ave ( i n au d i b l e )

SENATOR PAHLS: Okay , b e cause I cou ldn't see it bei ng
significant.

SENATOR MINES: Thank you. Other questions? Senator
Louden.

SENATOR LOUDEN: Yeah, Senator Connealy. You said the other
motorist was uninsured?

SENATOR CONNEALY: No license and not insured, um-hum.

SENATOR LOUDEN: Shou ld we be looking at that more than
i ncreas in g t he i n sur an c e v a l u e ? I me an , t h i s h ap p en s a l l
t he time uninsured motorists and getting in wrecks and, of

We should be able to have some kind
y ou, o r on e o f t h e p eo p l e t ha t wi l l
should have some idea, though, should
rough estimate what the increase would

course , . . .

SENATOR CONNEALY: And I un derstand that, Senator Louden,
but there's a certain amount of things you can d o. If
someone's breaking the law, doing things that they aren' t
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supposed to do, you can lock them up but you ca n't catch
them a l l , A l l eged l y , t h i s per s o n l o s t t he l i cen s e b ecause
they were behind in child support and driving backroads
because they didn't want to be caught on, you know, driving
a car between work and home, He ended up c rossing the
h ighway w i t ho u t s t opp i n g a t a s t op s i g n . I t h app en s .
There's an awful lot of uninsured motorists out there, a lot
of people that have dropped t.heir insurance to k eep, you
know, their costs down as much as possible. I think we need
a base as much as we can on the liability.

SENATOR LOUDEN: Yeah, that brings me to my next question.
If that's the case then this won't help those uninsured
motorists because they' re not going to have it anyway no
matter how much it is. Will that raise the premiums then on
those of us that buy insurance against uninsured motorists?

SENATOR CONNEALY: Your o wn l i ab i l i t y wi l l . . . t h i s won ' t
change th e u n i n s u r e d mo t o r i s t s . You r own l i ab i l i t y t ha t yo u
carry wi l l b e h i ghe r .

SENATOR LOUDEN: Yeah , but my prem iums for uni nsured
motor is t w i l l g o up .

SENATOR CONNEALY: A l i t t l e bi t hi gh e r . Th i s wou l d n ' t . .

SENATOR LOUDEN: Wi l l i t no t ? Bec au se I ' l l have t o b e
buying instead of that minimum that's for uninsured motorist
now I woul d h av e t o b e b u y i n g a h i g h e r m i n i mum.

SENATOR CONNEALY: Your minimum liability on your own would
go up . Th at ' s wh e r e y o u ' d b e c ov e r e d .

S ENATOR LOUDEN: O k a y .

SENATOR MINES: Thank you, Senator Connealy.

SENATOR CONNEALY: Tha n k you .

SENATOR MINES: Will you be here for closing?

SENATOR CONNEALY: I wi l l , y es .

SENATOR MINES: Good, good. Senator Kruse, would you l ike
t o open on y ou r b i l l ?
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SENATOR KRUSE: Thank you, Senator Mines and members of the
committee. My name is Lowen Kruse, L-o-w-e-n K-r-u-s-e.
T his i s t h e sam e b i l l . We have n ' t be e n t a l k i ng wi t h e ac h
other and no one else (laugh) put us both up to it. It ' s
just that he ev idently is a genius and I didn't know that
( laughte r ) .

S ENATOR MINES: H e 's kn own i t f or ye a rs (l au g h )

SENATOR KRUSE: H e ' s kn o w n i t , bu t I di dn ' t . We ' l l b e qu i ck
about it and try to respond to some of the things that have
been talked about. It came t o my attention because of
personal experience also and saw th e figures are j ust
woeful l y i n ade q u a te. I ' l l up h i m on t he t i m e. I t ' s been
over 20 years, it's 22 years exact since this figure has
been changed. And it really doesn't relate to reality
anymore. Twenty-five thousand on injury did not pay our
son's bills the f irst night in the hospital. It may seem
strange to you but there are Ne braskans in th is ve ry
conservative state who have ve hicles worth $35,000 and,
according to our present law, if their vehicle gets creamed
b y s o mebody t he y ' r e sup p o sed t o p u t u p $ 1 0 , 000 a l ong w i t h
the $25,000 that we' ve set as the minimum. Frankly, I feel
zt should be $100,000 and $200,000, but as we looked at it
we felt be as modest as we can, and so ended up at simply
doubling the amount. This would, Senator Louden, reduce the
claims on uninsured because there would be more claims made.
In other words, instead of that underinsured person or the
minimal l y i ns u r ed , I sho u l d s a y , co n tr i bu t i n g $ 2 5 , 00 0 t h ey ' d
b e con t r i b ut i ng $50,000 which would come o f f of the
uninsured. I frankly d o n't see that it's going to make
a lot of difference in terms of costs to the total society
because somebody's paying these bills. They are presently
paid $25,000 for the of fender and t he ot her person' s
insurance, we all carry n )re than that underinsured, almost
all of us just have to. And so then my i nsurance company
pays that e x tra, but the reality is that this is a health
i nsurance ma t t e r (l au gh ) . Ou r son ' s b i l l s ar e $2 mi l l i o n
and I know you' ve seen me as a fairly well-dressed and very
rich man but I didn't pay the $2 million. Our family had to
come up with over $100,000 and that makes the $25,000 seem a
lit.tie bit small. But $1 million of that was from his auto
insurance and $ 1 million of it was from health insurance.
And he' s i n a gr o u p p o l i c y . You t ake a m il l i on do l l a r h i t
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on some member in a group policy and it's going to cost
money. So the money is going to get paid by somebody. I' ve
been pleased to talk with a number of insurance agents about
this and they have been very positive about it. Typical
remark is it's about time something was done on it . The
cost o n i t wo ul d be ab o u t $ 2 a m o n t h o n a t y p i c al p o l i cy so
$25 a year. Ther e's a return on it for the low- income
f ami ly . For mo st f ami l i e s t hey w o u ld n ' t wo r r y a bo u t t hat
too much but the low-income family they would notice that,
But they get back a certain amount of health insurance
b ecause t h ese l o w - i n c ome fami l i e s w o u l d b e l es s l i ke l y t o
have health insurance. They' ve got a big hospital bill.
Currently, all that has to be applied to that is $25,000 or
$50,000 let's say if there are several family members hurt.
Their coverage will be increased by $50,000 in this specific
event for $25 a year. Not t oo bad a purchase. T he high
risk would be hig her but I hav e no apology for that,
frankly. We talked about that a little bit and there are
other actions being taken s o th a t th ere w ill b e less
uninsured driving and that's a computer ma tter a nd it ' s
being cared for. But I, frankly, feel that every person
needs to pay their own way on it and I certainly think it' s
the wrong message to subsidize poor behavior, which is what
we' r e d o i n g r i gh t a t t h e p r e se n t t i me i f we wou l d say , we l l ,
they' re going to Dairyland and they' re going to have an
extra high cost. Again , I don't see that the additional
cost is a major percentage of the insurance and I would see
i t a s h a v i n g a l ow i m p ac t o n t he n u mber o f p eo p l e t ha t w o u ld
be uninsured which i s kind of the response one sometimes
g ets. Again, the total insurance industry when yo u take
into health insurance account...health insurance would be
benefitted in several ways or at least left even. Being a
v ic t i m o f a n o f f e n d i n g d r i v e r i s a ho r r i b l e exp e r i e n ce . Ou r
fam ly has had that experience three times. You really feel
helpless and you wonder why (laugh) your money should be put
up for this. Well , it's again because the state says that
all this person has to do is pay $25,000 on it. In those
three experiences I would lift up one man, in closing, who
said, this is my fault and it's my bill. He ...it took him
two years, but he p aid ev ery penny back to my insurance
company who, of course, were covering mine through the
uninsured and that, but he paid every penny of that. And I
r espec t h i m f or t ha t an d I t h i nk t ha t ' s t he k i nd o f a t t i t ude
we should have that the offender has the liability here. I
t hank y o u .
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SENATOR MINES: Than k you, Senator. Q uestions f r o m t h e
committee? Senator Redfield.

SENATOR REDFIELD: S enator Kruse, I would have asked the
question to Senator Connealy but I came in a few minutes
late and when I looked at t hese b ills I thought about
single, male, teenaged driver, maybe one or two tickets and
t he p r i c e o f t he i r i n su r a n c e . And I do n ' t t h i nk i t ' s g o i ng
t o a dd $2 a m o n t h b eca u s e w e' r e t a l ki n g a b ou t h i g h r i sk s
that the insurance companies are going to have to recoup,
they' re going to underwrit.e for that. So how many of those
folks are we going to see just drop their insurance
entirely? Have you run any numbers?

SENATOR KRUSE: No, I have not run any numbers and, Senator,
I...that is a con sideration clearly. But thei r total
i nsurance b i l l i s h ug e. Thi s wo n ' t i nc r ea s e t h a t b i l l t ha t
much, woul d b e m y j ud g ment o n i t . But even i f i t doe s , i t ' s
t hei r b i l l and I don ' t wa nt t o sub s i d i ze t he i r b eh a v i o r by
saying t h e r e s t o f soci e t y w i l l pa y you r b i l l i f y ou ge t
into trouble with this so.

SENATOR REDFIELD: Wou ld you rather have them have $25,000
of coverage or would you rather have them have nothing?

SENATOR KRUSE: I would rather have them have t he 25 or
something else but I don't consider that the option.

SENATOR REDFIELD: Okay. One last..

SENATOR KRUSE: Because they' re to have insurance, that' s
our law, and we' re getting ready to enforce it.

SENATOR REDFIELD: I agree. The last question I would have
is, this is a sizable hit. If in fact the industry comes
back and tells us that the premiums would be a p rohibitive
jump would you be interested in stepping this up so that it
wouldn't go from 25 to 50 immediately, but t hat i t mig ht
step u p t o sa y , 30 a nd so on .

SENATOR KRUSE: I wou l d l ea ve t h i s i n t he han d s o f t h e
committee. My preference would be 100 and 200. And then
negot i a t e f r o m th e r e . But , you know, I hea r y ou , and ,
again , i t ' s t i me t o l ook a t i t so I ' m com fo r t ab l e wi t h wha t
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your committee chooses.

SENATOR REDFIELD: T han k y o u .

SENATOR MINES: Great. Other questions? Thank you, Senator
Kruse.

SENATOR KRUSE: Tha n k y ou .

SENATOR MINES: Thanks for bringing the bill. Now we are
going to take proponents and would you please raise your
hand, how many proponents? We have three proponents.
Opponents, We have two opponents. And neutral, please. We
have five and we' re done. P le ase, proponents come o n up
( laughter ) .

PETE WEGMAN- Thank you, Mr. Chair, committee members. My
name is Pete Wegman, W-e-g-m-a-n. I'm a partner in the law
f i r m o f Rem b o l d t, Ludt ke , LLP h e r e i n L i nco l n a n d S e ward .
I'm engaged in the private practice of law and a significant
p art o f m y p r a c t i c e i nv o l v e s r e p r e s en t i n g p e o p l e i nj u r ed i n
m otor v eh i cl e co l l i s i on s . I am app ear i ng he r e t od a y o n
behalf of the Nebraska Association of Trial Attorneys. I' ve
been a director of that organization for a number of y ears
and on behalf of that organization I am speaking in support
of these bills. Twenty-two years ago in 1983 Nebraska law
was changed to p rovide minimum liability limits for motor
vehicles of $25,000 per injured person; $50,000 for two or
more persons injured in on e accident; and $ 25,000 f o r
property damage. That also required identical limits for
underinsured and uninsured coverages required to be written
w ith a pr i m ar y l i ab i l i t y po l i cy . Th o se l i mi t s h a v e r e m a i n e d
unchanged since despite tremendous changes in our w orld.
When those limits we re last ch anged in Nebraska, Ronald
R eagan was our president. Co ngressman Tom Osborne was a n
average f oo t b a l l co a c h who had ye t t o w in a na t i on a l t i t l e .
What also changed in those 22 years are the costs incurred
b y t h o s e i nn oc e n t c i t i zen s i nj u r ed by t h e n eg l i ge n c e o f
motor vehicle operators. What has changed are the costs of
living, medical costs, vehicle costs, vehicle repair costs,
all relentlessly increasing while the statutory limits
remain locked in the past. For example, the Consumer Price
Index under the category for all items, all urban consumers,
U.S. city average, has increased almost 89 percent since
July, 1983, when t hen L B 253 went into effect with those
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then new limits through last month. An 89 percent increase
in the CPI and no increase in the liability limits. Cost
increases in the medical profession have been even g reater
during that t.ime frame. For example, costs in the general
category of medical care in the Consumer Price Index, same
categories, have increased almost 213 percent since July of
1983 through the end of 2004. Medi cal care services,
another CPI component, measured over the same time period
have increased almost 228 percent. Again, using the CPI the
cost of used cars and trucks has increased almost 40 percent
over those 22 years. The cost of new vehicles has increased
about 38 percent. What does that mean to a Nebraska citizen
whom these laws and those limits were designed to pr otect?
It means that increasing amounts of the negligent drivers
insurance limits are going to pay the out-of-pocket costs
f or t h es e c o l l i s i o n s . The m e d i ca l ca r e , t he veh i c l e r ep a i r ,
the vehicle replacement. Decreasing amounts of insurance
are available for an injured person's general damages for
which Nebraska law requires just compensation. G eneral
damages include compensation for temporary improvement,
injuries to one's body, and inconvenience and physical pain
and mental suffering caused by injuries caused by someone
else's negligence. Fr equently there simply isn't adequate
insurance to fully compensate the injured person's losses.
I n my p r a c t i c e , I ' m i nc r e a s i n g l y d ea l i n g w i t h m y o w n i n j ur e d
client.s' insurance company seeking to recover on their own
underinsured policy or uninsured policies purchased by my
i n ju re d cl i e nt bec a use t h e r e s p ons i b l e p a r t y si m p l y d i d no t
have enough insurance coverage, even though they m ay ha ve
had the s tatutory minimum coverages. It seems like there
has been a gradual shif t of legal and financial
responsibility over the years from the negligent driver to
the injured person and the injured person's own insurance
coverages. A nd I believe that many Nebraskans are mistaken
about t wo f und am e n t a l f ac t s o f t he i r mot o r v eh i c l e
insurance. First, many who carry only the statutory minimum
coverages believe they have something called full coverage.
I hear that all the time. There is no such thing. Second,
many Nebzaskans believe, I t hink, that their personal
f i nanc i a l exp o s u r e d u e t o t h ei r neg l i ge n ce i n cau s i ng a
motor v e h i c l e co l l i s i o n i s l i mi t ed t o t h ei r i n sur a n c e l i mi t s
which, again, it's not. There are huge responsibilities
that go with operating a motor vehicle in th is st ate a s
there should be . Many fai l to understand that their
p ersonal net worth may be on the line every time t hey ge t
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behind the wheel of a vehicle. With today's rising medical
costs and the new vehicles now costing more than what many
of us in this room paid for our first house, it simply does
not t ake m uc h i n t e r m s o f i n j u r i e s t o d a y t o bu st t he po l i cy
limits. When that happens the negligence driver's personal
assets are exposed to pay for the damages and that can be a
big surprise if t hat person believes their i ns urance
coverage gave them complete coverage or full coverage. I' ve
had to explain to clients in situations like this how they
can have personal e x posure even t h ough t he y pur c ha s ed aud
complied fully with Nebraska law regarding motor vehicle
insurance. My limited research into what costs will do that
i nvo l ve d c o n t a c t i n g , I t h i n k , t h e t wo compa n i e s p r ob ab l y
w rite more o f t h e s e p o l i c i es t h a n a n y body i n N e b r a ska , a n d I
ask them to predict the average person driving the average
kind of vehicle you insure what's it going to cost to double
these coverages? T h e quotes I heard ranged from b etween
a dol l a r a mon t h a n d $ 2 . 6 8 a mon th . And I do n ' t kn o w what
those will be for the teenage high-risk driver. I assume
t hey' re go i ng t o be h i g h er . But what t h i s i s a bo u t i s
increasing limits to be consistent with what all the other
costs around us are doi ng a nd trying to keep as much
responsibility on the people that are causing these damages
rather than the people that aren' t. I appreciate your time
and your consideration and we would appreciate your support
o f t h e s e b i l l s . Th an k you .

S ENATOR MI NE S :
committee?

PETE WEGMAN: T ha n k y ou .

SENATOR MINES: Seeing none, thanks a lot. Next testifier.
Please spell your name, tell us who you are, where you' re
f rom.

NIKE HYBL: Senator Mines, members of the committee, my name
is Mike Hybl spelled H-y-b-l. I'm the registered lobbyist
for the Nebraska Trucking Association testifying in support
of both LB 310 and L B 375. As mentioned ea rlier, th e
m inimum p o l i c y l i mi t s hav e n ot b e e n i n c r e a sed s i n c e 1 9 8 3 .
I nte r e s t i ng l y en oug h , I t h i nk j us t f r om a h i s t o r i c al
perspect i v e , t he b i l l t ha t was i nt r o duc e d i n 1 983 d i d
propose, in its introductory form, the limits that we have
i n f r on t o f u s t oda y . The com mi t t e e w he n we moved t h e b i l l

Thank y o u , Pe t e . Questions by the
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out se t t he m a t t he l i mi t s we ha v e n ow . The i n t er e s t o f t he
Trucking Association in t his b ill is obviously that the
commercial trucking industry does share the road with the
g eneral mo t o r i n g pub l i c . The equ i p ment t h a t t he i nd u s t r y
uses i s s i g n i f i can t l y m o r e e x p e n s i v e t h a n t he $50 , 0 0 0 l i mi t
t hat we h av e i n t h i s b i l l f o r p r ope r t y da mage, b u t i t i s t he
view of the association that given the increases that have
occurred over the last 22 years that if the policy o f the
state i s go i ng t o be t ha t we ' r e go i n g t o have m in i mum po l i cy
limits there sh ould be some rational basis to where costs
are and it is our view that aft er 2 2 years n ow is an
appropriate time to look at what those minimum limits should
be. And with that, I' ll take any questions you may have.

S ENATOR MINES: Thank you , Mik e . Q uestions by t h e
c ommittee '? S e e i n g n o ne , t ha n k y o u f o r yo ur t e st i m o n y .

MIKE HYBL: Tha n k you .

SENATOR MINES: Joe, you' re next.

JOE ELLIOTT: My na me i s Joe El l i o t t , E- 1 - 1- i - o - t - t . I ' m a
lobbyist with the Professional Insurance Agents Association.
Iowa has 25/40 limits. South Dakota 25/50. Oklahoma 15/30.
That just gives you a flavor. South Dakota turned down a
bill in February to i ncrease the l imits from 2 5/50 to
50/100, The Transportation Committee killed the measure
7 to 4 because of opposition from PCI and State Farm. Their
average premium in South Dakota is $619 a year per
automobile. Nebraska, we' re pretty close to the same.
These figures are usually two, three years old before they
give them to us but South Dakota is ranked 46th out of 51 so
their premiums are low. An independent agent has got a duty
to his customers to give them the best coverage he can for a
price that they can afford. An d I guess I' ve had a long
t ime be l i e f i n h i gh e r l i mi t s an d b een s el l i ng umbr e l l a s
since the ea rly si xties which is a mill ion dollars of
coverage additional. For $120 a year I don't think I can
sel l y o u a n y th i n g o u t of o ur sho p , a n d I do n ' t ma k e a l ot o f
commission out of that, i n fact; $120 a year is a pretty
good average of an umbrella unless you' ve got lots of boats
and several homes and so forth. But for that money you' re
getting the best attorney you can possibly get in the sense
that when you' re sued fo r a mi llion d o llars on a life
lawsuit, if you only got $25,000 limit.s the first thing that
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the insurance company is going to do is write you a le tter
and say, say Joe, you' ve got to protect your interests above
the $25,000. We ' re just liable for the first layer. And
for the hourly rate that they' re getting you could see that
that's a...it's a good buy. But the underlying coverage has
to be 1 00/300 and that's where the rubber meets the road I
guess in the sense that a lot of people can't af ford t h at
and we realize t h at . I thin k you'd be surprised at the
number of people that do have limits o f 50 and 100 . We
haven't sold a policy and we have six offices around the
state. I don't think we' ve sold a policy for le ss t han
100/300 and encourage them to get an umbrella. And there' s
a lo t o f i nde p endent a g ent s t h a t h a v e b ee n t hi n k i n g t h a t w a y
f or a l on g t i m e. I t a l ked t o an ag e n t i n a smal l t o wn o f
2,000 this morning. I said, how many policies do you write
a utomobi l e s ? He sa i d 1 , 4 0 0. How m any d o y ou have mi n i m u m
limits on ? He says les s than 25 and so I think there' s
a lot of that going on even i n th e smal ler co mmunities.
Maybe you get in the far western part of the states, you get
some people that just don't believe in spending that kind of
money for insurance because they' re never going to have an
a ccident. S o you run into that s ituation but a lso o n
uninsured motorists, I think t hat 50,000 is significant,
too. T hat's the coverage that's been new i n th e la s t
20 years. It 's become very, I think, popular in the sense
that we only...if you buy 100/300 we' re going to insist that
you buy the same uninsured motorist because if we don't sell
that to you we could be liable for an errors and omissions
coverage so that's standard procedure in our operation, too.
As to t he cost , So uth Da kota said 20 percent. I think
t hat ' s qu i t e n i g h . I t ' s a l l go i ng t o b e r e l at i v e an d I
talked to a n onstandard insurance writer that writes a lot
o f po l i c i e s i n O maha . As y ou k n ow , t h e r e 's j ust a l o t o f
business flowing through there and he said that they favor
it strongly. They don't write a lot of 25 a nd 50 unl ess
they get somebody that' s...we had one the other day that we
sent over there and I think the premium was $173 a month so
i t ' s ov er $2,000, b ut t h ey h ad abo u t t hr ee o r f o u r
violations and a DWI. And so it was...but I think that they
sel l a l so wha t yo u ca l l a mi dd l e la ye r i n t h er e o f
nonstandard auto, preferred nonstandard auto they call them.
And they require, all o f t h e co mpanies require 50/100
minimum l i m i t s o n t h a t . So t her e i s a move a f oo t ce r t ai n l y
to get t hese l imits up and I hear the arguments long and
hard on uninsured motorists and th e percentages. South
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Dakota's got a 6 percent. Oklahoma's got 30 percent.
Colorado had 35 and it's down now they claim because of the
data processing coverage, I think it's down there somewhere
in the 25 percent range. Nebr aska is somewhere between 5
and 10. I think senator Landis used to propound and beat on
ten pretty much as being the top part of the uninsured
motorist and I do n't think that's been going up. But
nonetheless, I stand for the agents and say, we feel that we
have an obligation to keep the limits at a reasonable level.

SENATOR MINES: Tha n k y o u , Jo e . Questions? We have one.
S enator J o h n s o n .

SENATOR JOHNSON: I ha t e t O k i nd o f ask qu es t i on s a t t h i s
t ime of th e d ay but where ar e we sta nding with t h e
t echnology t o i den t i f y . . .

JOE ELLIOTT: Uninsured motorists.

SENATOR JOHNSON: ...uninsured people and so on that.

JOE ELLIOTT: Well, that d atabase bill is still...it' s
proceeding. It's been going on for about four years now and
I noticed that Colorado who had the first one, have upgraded
t hei r s n o w and t h e y i nc r e a sed t h e f i ne s . The y h a d a f i ne o f
S100 and a l o t o f peo p l e j us t k i nd o f l aug h e d a t t h at . And
I think they' re talking about going to $300 because they
could buy...pay the fine a lot less than they could buy the
insurance and that's still the case in many cases. But
there's still hang-ups because there's a lot o f co mpany
reporting and keeping it accurate. And if I' ve insured you
for 20 years and for some reason or other you give us the
wrong VIN number and that gets you into the database wrong
and you get stopped and you get pulled over and you get a
t i c k e t . And yo u ge t ca l l i ng m e a n d c o mpl a i n i n g . Wha t ' s
going on? I' ve got insurance with you. And then you get
i nto t h e i n t e r p l ay o f i t so I t h i n k ev en t u a l l y w e' l l g e t i t .
I t h i n k t h at ' s go i ng t o be t he an s we r b u t I t h i nk i t ' s s t i l l
a few y e ar s a w a y .

SENATOR MINES: Great . Thank s, Jo e. Appreciate your
t es t i mo ny .

JOE ELLIOTT: Okay.
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SENATOR MINES: We have any mo r e pr oponents? None .
Opponents? We have two. Yes. Can you do five minutes?

J IM DOBLER: I c an do t ha t .

S ENATOR MINES: Ok a y .

J IM D OBLER: (Ex h i b i t I ) Sen at or Mi nes , mem b er s o f t he
committee, my name is Jim Dobler, J-i-m D-o-b-l-e-r. I am
executive vice president and general counsel Farmers Mutual
of Nebraska. I appear before the committee in opposition to
these two bills as a reg istered lobbyist on b ehalf of
Nebraska Insurance Information Service. I have a handout.
My handout relates to rates and the cost of ch anging the
limits. While that's being handed out, let me say initially
involved in the auto insurance business we see day in and
day out the injuries, the horrible accidents. Truly the
heart. break that can arise when you have any kind of auto
accidents and I' ll tell you, my heart goes out to Senator
Connealy and Senator Kruse and the situations they face. No
amount of money can erase the difficulties that are involved
i n a c ol l i s i o n , bu t a t l eas t be co mes a l i t t l e e as i e r i f
there's adequate insurance to take care of th ings. The
example that I' ve handed out, auto rates are public record.
There are software programs that essentially will plug in a
company's ra t es and you can p l ug i n t he i n f o rm a t i o n . I t
will show you what it costs and that's what I' ve done. I' ve
used a comparison rater and the very top sheet is...and I' ve
highlighted the more important parts but you can see here,
we' re looking at a risk in Lincoln, Nebraska. The company
is IMT and you can see this is a standard risk so t his i s
not high risk. The term of the policy is 12 months. IMT,
in this example, is going to insure four vehicles. The
first two vehicles are Fords and those are driven by Mom and
Dad roughly age 50. The third vehicle is a Chevy Cavalier
and that's driven by their 19-year-old son. The fourth
vehicle is a Dodge Neon, Th is is their daughter, age 17.
Now i f y o u g o d o wn t o t he ca t e g o r y w h i c h s a y s b o d i l y i nj u r y
and you can see f irst I' ve highlighted 25/50, and as you
move to the right you can see the cost of that insurance for
e ach vehicle, and at the far end you can see the total is
$761. Right below th at. we have the rate for 50/100 and
again, you can go across the columns and you can se e th e
total for that is $943. So the BI liability coverage goes
up S182 fo r t h i s f am i l y o f f ou r . Nex t yo u mov e down t o
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property damage and you can see the same thing there, the
$25,000 figure and the $50,000 figure. You can see at 25
it's $1,029; at 50 $1,081, another 52 bucks. So for this
f amil y i t ' s $234 a year. Example two is essentially the
same th i ng , o n l y i t ' s wi t h a d i f f er e n t c o mpany . Yo u ' l l see
at the top i t's Auto Owners and you can see them on my
little figures at the far right I' ve computed an in creased
premium of $ 280 for this same family. I h ope my math is
r i gh t i n ad d i ng i t up bu t I t h i nk i t i s . Th e f i n al pag e ,
this is an ISO form and this is just a rate schedule they
have on file with the department. A n d you can see t here,
I' ve highlighted the factor and where it goes from 25/50 to
50/100; 25/50 would represent ISO's baseline rate of 1 and
then as the rates go up they move a percentage off of their
baseline. And you can see it goes from 1 to 1.20 which is a
2 0 percent. increase which I believe is th e same as wha t
South Dakota was suggesting. Beyond that, and the tough
part is, if you increase the minimum limits it costs more.
It impacts those who ca n least afford it because they
g enera l l y b uy t he l ow co v e r a ge . I n ad di t i on , i t wi l l i mp act
even more high-risk drivers because their premiums at t hat
l ow l e v el ar e go i ng t o be ev e n b i g g e r t h a n t h e p r e m i u m f o r
the average family of four that I gave you an example for.
I t ' s g o i n g t o i nc z e a se , I wo u l d t h i n k , t h e t e n d e ncy woul d b e
that it will increase the uninsured motorist population. Do
you want to have more paying at 25/50 or do you want to have
more carzying the l oad at 50/100? D o you want a larger
uninsured population or not? Those are the issues for the
committee . I c an t e l l you r i gh t no w, i f we move t o
50/100/50 we w i l l be num ber o n e i n t he na t i o n , t h e v er y
highest that's out there and this is based off Insurance
nformation Institute statistics from '04. Missouri is less
than us; Iowa is less than us; Kansas is less t han u s;
Colorado is; South Dakota is the same. In terms of premium
in Nebraska, our average premium $553. We are , if the
l owest i s nu m be r 5 1, i nc l ud i n g t h e Di s t z i c t o f Co l um b i a , w e
are at number 44. Our uninsured motorist population, very
low. Ev erything I' ve ever seen it's in the 6 to 8 percent.
Colorado full-blown compulsory, they used to be up a round
30 perce n t . They went t o a f ul l - b l ow n c o mpu l s o r y s yst e m
reporting data every day. They' ve lowered it to the area of
15 percent. They' re still a long ways from where we' re at.
Their premiums are more expensive, though. So, again, if
it's affordable you' re going to have less unin sured
motorists. The more expensive it gets I think the higher
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t hat ' s g o i n g t o be , Tha t I ,

SENATOR MI NES : Grea t , t hanks, Jim. Committee, any
quest i o n s ? Se na t o r .

S ENATOR JOHNSON: I hate to ask questions late in the da y
here. But, you know, I guess the thing that bothers me with
what you' re saying is this, is that you don't want to raise
the fees for those that are being the bad ac tors, but we
want t o a l l o w t he exp e n s e t o be p as s e d o n t o t he i n no c e n t .
There's going to be a certain amount of expense. I think
we'd all agree with that. Now, somebody's going to have to
bear t ha t e x p e nse .

JIM DOBLER: R ight.

SENATOR JOHNSON: Now, do you want it to be the innocent
person o r t he b ad gu y ?

JIM DOBLER: Absolutely. It ought to be the bad guy. The
problem is, when you raise it the bad guy isn't going to buy
i t (l a u gh ) .

SENATOR JOHNSON: Well, I understand that.

JIM DOBLER: But I agree with you.

SENATOR JOHNSON: But the...

JIM DQBLER: I do. That's tough.

SENATOR JOHNSON: Y e a h. Yo u know , . . .

J IM DOBLER: I t r ea l l y i s .

SENATOR JOHNSON: . . . I a c tu a l l y kn e w on e f ami l y t h at had
f our c h i l dr e n a n d a l l f ou r o f t he m w er e o n hi g h r i sk . We l l ,
(laugh) you know, maybe they ought to have a little talk
( laught e r ) .

JIM DOBLER: A bsolutely. A nd if they' re high risk and
they' re paying it, good, they should. They' re causing it;
t hey ough t t o pa y i t .

SENATOR M INES : Great . Thank y o u , J i m. Any ot he r
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quest i ons ? Tha n k y o u . Kor by , I t h i n k yo u ' re i t .

KORBY GILBERTSON: I ' l l t r y t o ma k e t hi s as q u i ck as I ca n .

SENATOR MINES: Just give us the facts.

KORBY GILBERTSON: ( laugh) Cha i r man Mi n es , members o f t he
committee, for the record my na me i s Kor by Gi lbertson,
K -o-r - b - y G-i - l - b - e - r - t - s - o - n . I ' m a ppearing t o day a s a
registered lobbyist on b ehalf of th e Pr operty Casualty
Insurers Association of America in opposition to LB 310 and
LB 375 . I t h i nk J oe El l i o t t ma d e my a r g u ment fo r me e ven
though I do n't think he intended to. T h e people who can
aff o r d t o buy h i g h e r l ev e l s l i ke h e sa i d t hey ' r e s e l l i ng 1 00
and 300 are doing so. What this bill will really impact are
those bad actors that have high-risk insurance that ca n' t
afford to buy it on ce it doubles to $50,000 so we will
increase the number of uninsured motorists. That's the
bottom line. That 's what I' ve heard from the PCI members
and th a t ' s w h a t I ' l l l e ave y o u w i t h . Sho r t (l a ugh ) .

SENATOR MINES: Thank you. Senator Jensen.

SENATOR JENSEN: Thank you. Korby, if we lowered it to 10,
would we reduce the number of uninsured?

KORBY GILBERTSON: Uninsured motorists?

SENATOR JENSEN: If that's the relationship..

KORBY GILBERTSON: You know what? I don't know if we would
in Nebraska because Nebraska has such a l ow number right
now. And so I can't tell you yes or no on that.

S ENATOR M I N E S :
appreciate it.

KORBY GILBERTSON: Thank you.

SENATOR MINES: Senator Connealy, would you like to close on
yours? Senator Connealy waives. Senator Kruse.

SENATOR KRUSE: Just one comment, hardly worth sitting down
f o r ( l aug h ) . App r e c i a t e t he t e st i mo n y o n b o t h s i de s .
Recognize that we' ve talked about increased insurance rates

Any ot h er que st i o n s ' ? Tha nk y o u , Kor b y ,
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but we haven't talked about decreased insurance rates and I
have no things to pr oduce on th at. I me an, I have no
f igur es . But u n i n s u r e d r i sk i s ce r t a i n l y go i n g t o go do wn
a nd he al t h i nsu r an c e l i ab i l i t y i s ce r t a i n l y go i ng t o g o
d own. I t h an k you .

SENATOR NINES: Senator, thank you. Any questions o f the
Senator? I want to thank everyone for your patience. N e
are...both of these hearings are hereby closed and we are
a djourned f o r t he da y . Than k y ou .


